
The Fox affiliation asrcements willa respect 10 WBFFt WPGH and WT'J'E CW'RIIIly Ml uatJI
OCtober 1998 and may be exIalded by Fox thereafter. Punuut 10 lucb aarecmeatI. Fa plOYides the
Company's stations with prccnllUDinl in return for the Italians broadcaltina Fox-inscrted M81Wlcr·
eills in such prOlram..... The 5Iations allo relain abc ripl 10 include a limited amouat of cc.mer·
eills during Fox propammiD. md receive additional caapeUltioD based Oft cettaiD performace and
other criteria. These agreemCllts are. howcvcr. subject to cenniDatioo by Pox in certain QrQllllltlaCCS
including, among others: (il if within aay 12·month period a station makes or wiU mate three or more
unauthorized prcemptioos of Fe»( pqrammina. Fox may tenn.inlcc upon 30 diY" prior written notice;
(ii) in the event theR is ....tena) c:haaac iD a ,tation's operatic-. makiDa ~e atfililtioD Jess Yaluable
to fox, fax may tammaae upoft 30 da)'S' prior writun Dotice; (iii) if I 11M_ rcfuIa to broadcast
certain Fox propaauama. Fox m~ terminate upon six months' prior nocice; IDd (iv) if Fox or IDY
affiliated entity of Fax leqUire. 8QOtber acalton within a sutloa', martet. Faa may IlCnmutc upon 60
~ys. prior nodce. The Company believes that Fox has terminated relatively few 01 ita contraetl willl
other Fox affiliatcs dlrin. eke last five years.

Sunday 9:30·10:00 p.m.
Herman's Head __ ,. . .. ........•.... 6.5

Wednesday 8·9:00 p.m.
Beverly Hills 90210 11.0

WcdncSlUy 9·10:00 p.m.
Melrose Place .............•........•.........••..••.•.•.. 8.3

Thursday 8-8:30 p.m.
The Simpsons •••.•.•••••••.••.••••.••.••••••••••••••••••• 10.8

&.2

8.9

5.9

S.O

6.2

9.4

11.9

13.9

14.1

14.2

3.7

2.9

4.3

8.3

9.1

7.7

5.7

15.9

la.s

10.0

8.1

6.S

7.5

5.0

S.8

fi.7

8.4

5.4

7.2

8.1

8.1

8.7

9.7

10.2

10.7

ra
WPCJI

wPGH. Piltslxugh

urrTT. Colmllbu.(

Thursday 8-8:30 p.r.t.
The Simpsons ..•.•••..•.....

Thursday 8:30-9:00 p.m.
Martin _.. , .•.....

Sunday 9-9:30 p.m.
Marrie4J ... With Otildren

Sur.day 9-9:30 ~.m.

Married With OUldren .

Wednesday 8·9:00 p.m.
Beverly Hills 90210 .•..•........... ".....................•

Wednesd.1y 9-10:00 p.m.
Melrose Place ..•...•. _.. , . .. . .



Prograramilli

The follow;ng IIlble reflects a sampling of the Company's principal syndicated programming cen­
tracts:

WBFF

WPGH

WJTE

~iQ(td Pr9!~

Home Impro emen: _ - .
The Simpsons _ - .
Coach . _ " .
Cheers ..................••.. , .......•...
S:ar Trek: The Next Gcnera~ion .......•...
Doogie Howser. PwID ••.•• _•...•••..•••.•.
The Wonder Years , .
Married • . . With Children _ .
M·A·S·H - .
21 Jump Strecr ...........•.•... _ .
Gimme A Breale ................•..... _ .
The Jeffersons " " .
Good TinIcs••..........•••.....•...•.....
Saved By The Bell _ .
Differellt Strokes ...............••........
Ricki .

Horne Improvcl1lCnt. .•....•.•...•.........
-Il1e SlInpsons ...••.•• , ...•. _..•••.•..•...
Deep Space Nine .........•...............
Coacb •.••.••...• _.•...••••....••....•••.
Hany &: The HendeBOns. .•........•......
Doogic HOWler, MD ....•••...........•••.
The \Vander Years .
Roseanne ..........•....... _ .
Hunter .....•..........................•.
Fulllbse _ .
Mama '5 Family.....••.••.................
Mlrried Wirh Children ..
Newharl ...•......•......•.....•....•..•

Home Improvemcna •.....•...........•...
The SinlpAanl .•...••.........•..••.••...
Coach •••..•••.•. _•••.••.•••.•...••..•.••
Deep S..ce HiM .•••......... ....•.....•
DooP Howaer. NO •....•...•..••.......
Saar Trek: The Next Generation •.•.•....••
Rc.ran. . ..
MeJrpIly Brown •..••.•...•...•..•.......•
1'1u: Wonder Years •.••...•.•....•.•....••
Head Of The Oau ......................•
Hunrer •..••........•....•...•.........•.
Perfect Straa,etS ..•••.............•......
Mimi's F._iIy .
M·A·S-H ...............•...............
21 Jump Street .•..••.....•......•..•.....
Mr. Belvedere •......•...•...•..•......•.
The Hopn Family .•.•••.•••..•••••••••.••
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Date AYllabk...
lad.lllI....

September 1995
September 1994
September 1994
September 1991
December 1988
September 1994
September 1992
October 1991
October 1990
Seytc:rnber 1990
March 1991
January 1989
D«emberl990
September 1992
September 1991
September 1993

September 1995
September 1994
September 1996
September 1994
September 1~
Septcmbor 1994
Sepcember 1992
Seplembu 1992
January 1992
September 1994
D«cmbe: 1991
September 1991
April 1989

Septembcrl995
September 1994
September 1994
Sepcember 1996
September 1994
December 1981
September 1992
September 1992
September 1994
July 1991
September 1991
Scpcember 1991
Janary 1991
September 1990
September 1990
Scptemberl989
Juuc 1991

....11
£g!I!!!

February 2000
September 1999
August 1999
January 1999
~CYember 1998
August 1998
ADgUSI 1997
January 1996
September 1995
August 1995
March 1995
December 1994
SqJtember 1994
August 1994
August 1994
August 1994

Febnwy2000
September 1999
September 1999
september 1999
Mardll999
Aug..t 1998
AuglSt 1997
Mlreb 1991
December 1996
Marcia 1996
September 1995
Much 1995
March 1995

February 2000
September 1999
September 1999
September 1999
AupIt 1998
Dec:cmbcr 19'n
Mardll997
February 1997
SeptClllbcr 1996
ScpCcalber 1996
Aupst 1996
AupIa 1996
February 1996
September 1995
Auplt U9S
August U9S
June 1995



Compditien

The Company's televisIon station~ compete for audience share and advertising revenue witb othu
television stations in their respective markets. as well as with other advertising media, such as DeWS-­
papers, radio, magazines. outdoor l'dvertising, transit advtrtising. yellow page directories, direct mail
and local cable systcnts. Some competitorS are pan of larger organizatiolls with sub6tantiaUy peater
financial. technical and other resources than the Company.

Com::letition in the broadcasting industry occurs primanly ill individul markets. Generally, a
televisio~ broadcasting sution io one market does not compete with stations in other market areaL
The Campany's television stations are Ioc&ted in highly competitive martcets. In 1ddiIion, the Balti­
more market is overlapped by both overothe..air and cable carriage of Washin.lon. D.Co stations whicb
tends 10 spread viewe~ and advertising eJ(peIlditureli over a larger numbel of broadcast 6t1tions.

Stations compete for audience share primarily on the basis of program popularity, which hIS a
direct effect on advertising rates. A majority of the Company's prat time prognunmmg is supplied by
Fox. In those periods. dte slations are tetaUy dependent upon the performance of the Fox pt'OII'IrDI in
attracting viewers. Non-network rime periods are progranuned by the dation primuily with syndi­
cated progr~ms purchased for CUR, cash and barter, or barter-onJy. and also through self-produced
news, public Ilffairs and other entettainmcnt programming.

Advertising utes arc based lolpon the size of the rnlJ'ket in which the stltion operates. a pt'Opam·1
popularity among tbe viewers that an advertisef wishes to attract. the number of advenixrs oompeciaa
felr the available time, dcrqraphic makeup of the market serwd by the station. (be availlbiliry of
allernative advertising media in the market are•• aggressive and knowledeublc sales forces and devel­
opment of projectS, features and PIOIr&mS that tie advertiser mcss&&cs to proarammiJla,

Other factors that are material to ! television statioll's competit~ position include sipaJ cowr­
age, local program acceptance, network affiliation, audience characteristics and assianed broadcast
frequency. The broackuting indllstry is CODtinuously faced with techaological change aDd il'lnovatioa,
the possible rise in popularity of c:ornpeting entertainment and mmmllnicatioas media. and pan.
meotal rutrictions or actions of federal regulatory bodies, includina the FCC and the Federal T..-de
Commission, any of which could possibly have a material effect on the Company's operations and
results.

The de....elopmenl of methods of tc.lcYision transmission otheJ than over-thc-alr broedcutina. aDd
in panicular the Jrowth of cable television. his si&niticandy altered c:ampetition for audience sbare in
the rele\'ision industryo These other trusmission methods can incJale competition for a broadcuaiDa
station by bringinl inJo itl market distant broadcasting lipals not otherwise lYIiJable to the station's
audience and also by serving as 8 distribution system for programnaiaa oriJinlliDl on 1M cable system.

Through the 1970s. tdevision broadcasting ja general cnjoyed virtual dominance in viewership
and television ad~nisinlRveaues because networkoaffiliated ItatioDS competed oaly wi1b eacb other
in most local markets. AllhouSh cable tclevis" systems were initialy used to ~transmit broadcuI
television pl"OJramminJto paid subscribers in areas with poor broadcut aipli reception, sipHiCDl
increases in penetration into homes occurred throughout tlae 1910s aDd 1980& despite sipal rec::eptioa
problems. AT. the technolOlY of utellitc program delivery to cable systcms advlDc:ed ia lhe late 19701.
developmen! of pqrammina for cable television accelerated dnmIaticaUy. rew'tMs in tile emcrpnce
of multiple. Rational-scale program alternatives and tbe rapid expansioD or cable television IIld bpr
subscriber Growth ra&e.l. Historically, cabJe operators have not soupt to compete with broadcast
stations for a share of tbe kx:aI news audience. To the extent they c:Jcct to do so. iDc:reued cotnped­
tion (rom cable operators for local fleWi audiences could have a material adverse eftect on the
Ccmplny's advenising rCYCn\lcs.

Other sources of competition for audience include home entertainment systems (iDcludiDl video
cassene recorder aDd playback. ')"Sb:ms. videodiscs and television lime~).mullipoiat distribu­
tion S)'5IC1nS. mukichannd multipoim dislribution systems, wi~Jea cable. satellite muter antuma
television ~~tems.nd liOCUC L()\I(opower. in-borne satellite services. The CoqwJl.y', tdeviaiallstatioaa C01.)
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also may face future competition from high-powered direct broadcaSI sateUite seJVices which could
transmit prognmming directly to hcnes equipped with special ~jymg antennas or to cable tcleW­
sion S)"tcms for transmiuion to their SQbs<:tibel'l.

Further advances in technology may incrcase competition (or household audiences and ad\lenis­
ers. Video compr(saion techniques, now under development for use wilh current cable channell or
direct broadcast satcUites (scheduled to commellex operation in 1994). Ire expec1ed 10 reduce the
bandwidth required for television signa) transmission. These compression techniques. as well .. other
techno]opcal developmCDl$., are applicable to aD video delivery S)'S1emS, including over-the-lir broad­
casring. and have tbe potenCIal to provide vastly expanded programmins CO highly tar~ted audiences.
Rcduction In the cost of creating additional channel capacity could lower entry barriers for new chan­
nels and encouraae the development of increasingly specialized "niche" programminl. This ability to
reach very defined .udiences Dlay alter the colllpetitive dynamics for advertisins expenditures. The
Company is unable CO predict the effm that technological chaoges will uw on the broadcast tz:levi­
slon industry or the future results of the Company's opetalJons.

The Company also competes for programmin& which involves ne80tiatiq with nationaJ PfO&T8J1l
distributors or syndicators which sell first-ron and rerun packages c4 programmioc. lbe Cnnpny'S
stations compere rot exdusivc access to those programs against m-market broadcast station competi­
tors for syndicated products. Cable systems generally do not compete with kx:al statio. for proarn­
mingo althotaglt various national cable networks from time to time have acquired procrams that ...wld
have otherwise been offered to local television stations.

Fox has recently announoed tbat it will provide programming on • deaicnltcd Fox chaDDC) ewer
one major cable network. and tnat it plans to negotiate simiJu lransadions with other cable compe­
nics. The Company expects that the pfOIramminc offered by Fox on this ehanncl wi! be ditrcrent from
the programming broadcut on the Fox affiliatcsi nevenbekS$. sucb PfOIJ'lmmin& may have an impact
upon the viewers of Fox over-che-air progr!ml'lliq. The Company caDJ10t predict the impea of che
Fox cable programming or whether the cable companies new carryinc WBFf. WPGR anellar WITE
will carry the proposed Fox cable chanoeL However, the pIq)OSCd FO't cable chanaa. if carried by
cable companies now carryina the Company's statiolll, could CMIK a decline in viewership (1 Itul
Company's stations which could have a material adverso effect on the CompII'ly's Operatiodl_

The Company believes it competes favorably aaaiDst other SCMioa becaU5C of its DlInIFment
skill and experience. the ability (}f the Company 10 gcact'atc reycnue share JR:ltu tUn its ludielKle
share, the Fox n~ort affiliatiOll aDd ilS local proaram acceptance_ ID addition. the Compaay belic"C1
that it benefits from the opention of mOTe than one broadcast propeny, aftDrdiaa it certain non­
quantifiable eC'oncmies of scaJc and competitive advantages in the purchase of programmi...

Em~ees

As of Augusl 31. 1993. the Company llad approximately 215 full-time employees Uld 60 pmt-rime
employees. With the exception of the employees ofWPOH, none of the employees are represenacd by
labor unions WIder any coJlee:tivc bargaining agreement_ No sianifieant labor problems haw heeD
experienced by the Company, and the Compaay considers its overaO labor reJations to be aoocL



so

LtpI Pl'OCftdlap

The Company curremly and from time to time is inYoMd in JitiptioD incidental to the cmdud of
ils busine•. The Company is 001 a party to any lawsuit or proccedina which. In the opinioa of 1M
Company, is h'kely 10 have a ma1lCrial adverse effect on the CorapIIly.

"T:
1!!:!Y
14.400
~,OOO

~

Westerville. Obio
Monroeville. PA

v.
OfficeIStudio
OfficelStudio

(1) Lease expiration dare assumes exercise of all renewal optioas of the Company.

All of the Company', leased flc:ilitiel. except for tile tower site (trlDlmitterlantCftDll) for W'l'1'B,
are owned by and leased from affiliated c:orporaliou of the Company. AD leases Ire It market rates.
and tbe Comp.Dy belicva lbat Ihe durltion of elc)a leuc is IdeqOlte. See uCertIiR Tnnsactiona."
The WITE tower aile illeased from Obio State University. AI of the lJI<lPU1ica leased from aftliata
arc mortgaged and all such leasehold interests MYe been usianccl under the BIDk Cre4lt Aarcemcat.

The Company believes tbat its properties. both OWHd and leased. me in &OOd opcratin& c:cndi­
tion, subjea: to nonnal wear and tear, and are suitable ancIldequlle for dac Company" current bui­
ness operations.

Upon coalUmmaIian of the Proposed Acquisitions, the Ccmpaoy will OWD tower IiIe& in Birmiaa­
ham and Windtlam Springs. Alabama and an offic::e1s1udio of appoxiautely 3S,OOO square feet in Mi1­
waukee. WiSCOMin. These lila in Alabama and WiscoMin may be mid flO 1ft attU11e It fair IUtbt
value and leased back to tile ComPlay It martet rental rates in .cc:ordance with tile CoInpa.DY'1
standard practice. 1D addition. the Company will assume the lease of I 9,1SO squre foot o1keJltudio
in Binningham, Alabama that nms until January 2006. and a tower site in Milwaukee. WiscoDsin Ibt
nas untIl December 1999.

(1) This property is owned by WPGH. Jnc. and leased to WITE. Inc.

(2) This property is owned by the Company and leased to WPTr, Inc.
ANna- l-.

Sbt ,...........
lAa5lll F.dli'lu Ut, r..o.:ab (Sq....) ~

WBFF...... OfficclStudio Baltimore, MD 39,000 9nl2011
T~r Site #1 (Dish) Baltimore. MD N/A 41112012
Tower Site #1 (Receivers) Baltimore. MD N/A 6/112011
Tower Site #1 (Transmitter/Antenna) Baltimore. MD N/A 4ntm7
Tower #2 (Auxiliary Transmitterl
Antenna) Baltimore. MD NJA 3I16f2008
Parkmc Lot Baltinlore. MD NJA 6N94
Old OfficcIStudio Baltimore. ND 13.000 mo. to mo.

WPGH ..... OffiCe/Studio Pittsbur&b, PA 2S.498 10flJ202&
Tower Site (Anlenna) Pinsbu~PA NlA 10f112028

'VVTTE ...... Tower Site (TransminerlAntennl) Columba, OU NJA 61112003

WTTE(l) .
WP"rr(2) .

Properties

Generally. each of the Company's stations has facilities consisting of~ studios and tower
sites. T:ansmittet and tower sites arc locaced to provide maximum signal awerage of the stItioos'
markets. The f~1owing tables genen.lly describe the Company's principal owned and leased real pr0p­

erty:



Uctnsing and Rqulatioo

The following is a brief summary of certain provisions of the CommUJllcltions Act and of specific
FCC regulations and policies. Reference should be made to the CommunieatiJDs Act, FCC rules, and
the public notices and rulings of the FCC for furtber information concerning the natr.are and exte"t d
the federal regulation of bro&dcast stations.

All television broadcasting is subject to tbe jurisdiction of the FCC puJ'W&Jlt to tbe Communica­
tions Ace. The FCC is empowered to: (i) issue, renew, revoKe, and modify broadcast licenses; (li)
prescribe qualifications for holding broadcast licenses; (iii) rqulate tbe broadcast frequency, operalina
power, and location 0(, and the transmiuing equipment used by stations; (iv) adopt JUles and repla­
tions necessary to carry out the provisions of the Communi:.ations Ad; and (v) impose cemin peal­
tics tor violations of the Commurucations Act Ind of the FCC regulations. Such recuJatiou affect
many aspects of the day-to-day operations of television stations.

Usually, television station licenses are granted for a maximum allowable period of five years and
are renewahle thereafter for l\dditional five year periods. The FCC may revoke licenses for lilCfioul
violation of il5 (elul.tions. Petitions to deny renewel of a license or cornpetinc applications lilly be
tiled for the frequency used by the renewal applicants on or before the first day of tbe last month of a
license term. Generally. J.owever, in the absence of serious vioiatiOflii 01 FCC JUles or policies and
upon 3 showing that lbe station has dealt significantly with importanl issues eoncernina it5 comm&;.nity
of license, the liccns~ renewal i. expected in IU ordinary course. AU three o( the Company'. SCltIions
are presently operating uDder rcguJar five-year liocnses. which expire Oft ....gust 1. 1994 (WPOH),
October I, 1996 (WBFF) and October 1. 1998 (WITE).

No bTOldcast licensee can auign or transfer ooatrol of the liocnse without tbe prior approval of
the FCC. Under the Commuoications Act, (i) no license may be held by a corporatioa of whicll my
~fficer or director is ID alien or of which more than 2O'Ai ofthc capit&1ltock is owned of record, voted.
or subject (0 control by aliens, and (iiI no corporation may COIllrollnother <:GrpoRtioD boldine bl'Old­
Cilst licenses if any officers or more thu 2S~ 0( the directors msuch pueat mrporatioD are aliens. or
more than 2:5~ of the capital stock of such parent corporata is owned or record. voted. or sllbjoct 10
control by aliens unless lbe FCC fillds such alien interes11 in lhe pamd corporatiOllIO be in tho~ic
inlerest. The Compally a8d the Subsidiaries in. domestic rorporations, and tke Current Stockholders
are III United Sla1eS citixns.

"Must CDnyl&tTQn61rIi.utDlI RuI(.·' I. the put. cable systems were required to CIIIY If.1I
broadcast stations that net the definition of a "loc::aJ'· or ClIiaDmntly" viewed ItItiaft. TIaese tllles
WCl'C called the "MUIt Carry R.ules." However. the "Midi Carty Rules." in the foIm pRYiously
ldopted by the FCC. 'NC1'e declared unconstitutional. Immediately thc1eaft«, CIbIe aysteml were DOt
requirtd to carry toc:ar television station~s ad CX)Q)d shift a ..tion 10 In undesirable chaaDcl
position on tlac cable syaem. Legislation recently passed in Coapeu hal .ow established. new
vetsion of the ·'M",. Can')' Rua." Now•• Ioc&1 tcJeviaioD swio. had to IDIb a. election by Jwae
15. 1993 10: (i) require the appropriallC cable systems 10 carry .id local station; or (ii) PlDt tile
appropriate able system the authority to retrlnsmit tbe broadcast sipaJ oldie Jocalltllion for a fee.
Even if the local Italian electa to granl authority to tbe cable system 10 retrlDlBlil its bRMdcut IIipal,
the cable system is uDder no obliplioa to cany the local station unless acceptable tams and condi­
tions for said rebroadcul haw been aarccd to on or before October S. 1993. If I luJiOll is not c:arriod
by a cable system in its area or shifted 10 an undesirable chaanel. said station co'*I experience I
decline jq Yiewaship whicb CO\IId adversely affect its r~ueI.The Company las apprcached IIDI of
its cable SYSlcmI on a retrnsmission buis. but on certain 01ll1yiD& cable sylCCms. it bas elected Dlst
carry liC al'US.

SyndKIJled E.1Cc1usiWly"~1 E:cclusiviJ1. The FCC has impaled syndicated cxduIMty
rules and expanded existiq network nonduplicatioll nks. Tbcsc ayndicaIed exdUliYity rules allow
local broadcast stations 10 commaDd that cabJe operatOrS black age: certain IYI1dicated noo-DCtWOrk
programming carried on "distant r.ipls°· (i..e .• slpals 01 broadcast stations, iDCludinl so-called IUpCf
Itations. whicb serve areu lubstatially re~d (rom the cable S)'Itea". local communily). The
network nOIl.duplieatioa rules allow local brcackast Retwork affiliates 10 require that cable opcnlOtl
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black ou~ dupticati:\g network broadcast prog~mm.i"g carriec on more distant sipats. W1TE aad
WPGH are the only Fox aftiltates curled on their respective local cable systems; however. some of
the C1lble systems which carry WSW alJo cury the Fox-owncd station, ChlMeI S. in WuIUASCOn,
D.C. This is not in violatior. of the FCC syndicated exclusivity rules. H~r. the carriaae of two
Fox stations on .he same cable system could result in a decline of viewers~ advtllCly deed., the
revenues of WBFF.

Firtanc.i.al [nJt~stJSyndicaliOfl anJ1 Prime Ti~A~$$ Rula. Previously, financial inteIatllyn­
dicatio••"FJNJSYN") rules applied fo any networK and posed various restrictions on it, operatioo
and aCtlvities. Network status has been COASJdeccd to exist under these rulea when a brOldcaat
CXlmpany's weekly programmin& offerings exceed 15 hours. These rules prohibited ~tworb from
engaling in syndication for the Silt. licensing, or distribution of television prOirlDlS far non-network
broadcast exbibition in tho Uniled Sfates. Furth~r. tbese rules prohibited networks from aharina profirs
from any syndication and from acquiring any DeW financial or proprietary intcrul in proIJllDS m
which they are not the sole producer.

The FCC has recently relaxed tbe restrictions on cumnt FlNJSYS rulcs. coabling the major
AelWorks to Icquire specified amounts and kinds of financial intercslS in proatarn syndication and to
engage in program syndication themselves. The Camp")" canDOt pRdiet the effect of these retu.aI
restrictions under tbe FINISYN rules on the Company's ability 10 acquire desirable programmiq .t
reasonable prices.

The Fees prime time access rule also ptaces prograrnmillg rcstri<::lions OIl affiliates of uaetworks."
In the past. this rule restricted affiliates of "ncf\NOIU" ill tbe SO larpst television markets (as ddbcd
by the rule} generally to DO more than three hOllrs of network procranunin& dUrlaC the four hours of
pnme rime. All of the Company's stations are located in tlte nation's lOp SO markets.

Recently, tbe FCC chanpd ia deiniti()n of wnetworlt· to ioc:tude thole entities that deliver moR
than 15 hours of "prime time programming" (. term defined in those rules) to aflilialeS rachina 7S1L of
the nation's television bomes. Under tbis definition, Fox and Us IftiJiatCi. lndudm, the Company'l
stataon, are not subject to the prim~ time 1CCCS6 rule. 1'hiri could, however. change ill the future Ind

could adversely affect the Company's busiDess.

(Jo,vnersltip I.imutuiDns. The FCC hIS adopted a DUmber of rules desi£ncd to preveDt~
liC$ or undge concentrations of control. In Ceneral. DO IiaJle aDty is cwradly permitted to ow..
operate, or have In .ttributable interest in more thin 18 AM radle Ibltiolll, II PM ndlo ltationa, and
J2 television .tatiau. Anotber FCC rule prohibits any entil)' from acquiriJIIlD additional teleYitioa
station if. alter the acquaatioo, the eMity owns tclevi&ion statiCllls rcachitll more thaD 2S~ of the
United Stales televisiOfl houIcholds. Historically. VHF It.tioGa have shared • larpr part ~ the 1DIl·

ltct than UHF stlt1onl. As suda. only hatf of the hoilsebolds in the market are. of ay UHF ItIboa
owned by an entity are included wben calc:ulaliD, whether an eDtity reaches .-ore Ibm 2S~ ~ the
United States television houscbol.ds. All of the Company'lltitiOGl are UHF. The FCC IIso prohibits
ownership ia the same FOP8pltic area of: (i) television stations aDd cable 1)"ICeIIII: (ii)~
stations and newspapers; aDd (in1 television st8tions and J'ldio ltatians in mlrte1S below the tap 25 or.
in genenl. wtridt. even if amana the top 25. do not have It least 30 separate broIdcut ltatian OWUI'L

When appI)'iq ill .ulcipIc owacrship rules. the FCC Inn1N1es the interest of colpOl'llc Iicc:nIllei

to the holder$ of COrpDfllC internts IS follows: (i) any YOCinI stock interest IDIOUDtln' to S~ 01' more
of the outstandinc VOlin, saock of the corporate broadcat,~ ltaenllJ will be Inrih"abIc; (if) ftC)

nUnorily voting slOdc iuerest will be attributable if there is I sinale hoIdu mmore tUD SOlI of the
outstanding voting srock of • c:crporate broadcast licensee; and (iii) i. ICHral, certain inYeltlnCnt
companies, insurance cocnpenies. and bants holding stock throuch their trust depalUDCnts ha trust
accounts will be conudered 10 have In auributable interest onty if they bold lK or more of ...
OlJtSlandlftC votinCltoek of & c:orponte broadcast liceosee. Further. corporate ofticerI &Del direClon
and general partners and most limited partners of par1nushipl may be penoDl1ly &urbatcd willi
media interests of the corporation or partnerships of which they~ officers, diNctols. 01 partMn.
The presenr stockholders of the Company hold allributabJe interescs in two entities owNal medii
properties, namely: Olanncl 63, Inc., tc:ensee of a UHF tetevisiea ..lion in 81oominpoa. IDdilna
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serving the Indianapolis media market under the eallieuers WIlD, aod Bay Television, Inc., licmsee
o( a UHF lelcvisioD stlDon serving the St. Petersburg. F~rida market under the call leu~rs WITA.
Neither statioll is a Fox affiliate. All of the issued and o.utandinl shares of Cbnnel 63, Inc.. are
owned by the Current Stockholders. All tbe issued and outstanding shares of Bay Television. Inc. are
owned by the Qurent Stockholders (7S~) and Robert L. Simmons (2S~). a formel stockholder of the
Company. Tie Company believes that such hoJdincs will not materially restrict its abitity to acquire
television stations or to pursue its strategy of expansion through acquisitions.

RutriclWns 0" Bl"OlldCtlSt AdveYtiliftg. Adves1isiaa of cigarettes aDd c6saiUed spirits on broad-
C1st stations has been banned fo:, many years. Congressional committees have recently examined
legislation proposals which may climinatc or ~rely re~trict the aetYmiaiDa of beer and wiDe. AI­
thougb no prediction can be made IS to whether Iny or aU of the present proposals wiU be eue:ted into
law, th: elimination of all beer ar.d wine advertising would nave an adverse effect upon the reveaues of
the: Company's television starioos, as well as the revenues of other stations which carry beer and wine
advertising.

The FCC has imposed commercial time limitations in children's prog,aaunin& pursuant to legisla­
tion. In programs designed for viewins by children of 12 years 01 age and undu. commercial matter
will be limited to 12 minutes per hour on weekdays aDd 10.5 minutes per hour on weekends. All
television stations will be required to broadcast some: television P'ocramming desipcd to meet the
educational and infonnalional needs of children 16 years of ate and under. TIle Company doe' not
belie",e that these requir~nts '41\]\ ha~ I significant impact on tbe stations since .u or its ltalions
have already IimUed commercials In such programming.

Programming 4UId 0peraJi0n. Tbe CommunicatiOllS Act requires broadcutcri to serve the
"public interest." The FCC aradually has relaxed or eliminated many of the JDOI'e formalized pr0ce­
dures It bd dcve10ped in the put to procn<>te the broadcast of certain IypeI of PfOIt'IIMllna respoa­
sive to the needs of a station's community olliccnse. Licensees c:ontIllue to be required, however. &0
present programming that is responsive to community iss\aes. and to maintain e:crtain records demon­
strating such responsiveness. Complaints from viewers cemceming a 5ht1oD'S prosrammiaa ofteR will
be considered by the FCC whm it evaluates renewal applicatiOOl of a 1iceaIec. althoq, such com­
plaints may be filed It any time 100 generaJIy may~ c:ouLdued by tho FCC at Iny time. Statioos aIIo
muSt follow various rules PromullalCd under the Communications Act that rep_, IDIClaS ocher
IhinlS, political advenisinJ, sponsor.lhip identjfalio~ the ~rtiscmentof contests and lO(lCricI,
obscene and indec:cnt brOldcasts. and technical opeBtionl, inclucting limits 011 radio frcQ'lCftcy radii­
tion. In addition, liceascel musa develop ud implcmenllffirmativo actioD pmsrams desiped to pr0­
mote equal employment oppottllnitics, and IIlUIt submit rq»rts to the FCC with rapcct to theIc
DlItlers on an annual basis and in coaneetion with a renev..allpPlicalioa.

Failure to observe these OJ other rules and pclicics can resll1t in the impositioD of variouIllno­
tions. including monetary fodeilu~S. or the grant of ",hon" (leu than lhe fuD m-yur) renewal
terms or, for particularly Carq;OUI viota~ the denial of I license renewal application or lhe fe\1Oo
cation of a license.

Proposed a..• .r. On March 12. 1992, the FCC initiated a proccedill& 10 IO&it c:ommeal _
whether it shoald Iibenlizc ill radio and television brC*lcasl ownerabip ..attributiOR" rules by (I)
raising the basic beacturwi: for attributing owncnbip in a corporate Iicalc:e from S., to lK of the
licensec's YO'" Itock; (ii) increuin. frona 10% to 209ft eX the Iicensee-. votinl .ock tbe utribatioD
benchmark for "passiYe investors" in CCl'poute licensees; (iii) b"*,enina ac class 01 inYesCon cl.·
ble (or "passive invesl~" ,tatus; and [IV) exemptins certain widdy-beJd limited patnen1lip ia~rali

from attribution where each individual interest represcntl u iDsipikant perccatap of total panner­
Ihip equity.

ne Conaress and the FCC have under oonsideration, and iD tbe future may couider IDIl adopt.
new bws, re!tulalions and pdicies regardiag a wide variety of matten that (oa1cJ alfeee. directly or
indirectLy, the operation, ownership and profitability of t~ Company'. broedcllt IWiGaI_ reak ia die
loss of audience 'hare and adYenisina revenues for the Comp&J\y's brOldcllt llations, ud I&d the
ability of the Company 10 acquire additional broa<bst s:ations or finance sucb u:quililiaDI. Such
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MANAGEMENT
Exct1ltin Of'fker1. DIrec:1In lad Signilcant E..~

The executive officers. directors and significant cmpJoyees of tile Company are as follows:

~ ~ !!!

President, Olicf Executive Officer. Director and
Chairman of the Board

Vice President and Director

SecretaJ)' and Director

Treasurer aDd Director

CantroUcr

General Manqer of wrrE
General Mloller of WPGH

36 General Mlnllcr of WBFF

so

42

39

30

Stcvcn Marks ....•.....•••..•.•••..•

Frcderick G. Smich(2) . • . . . . . . . . . . . . .• 44

J. Duncan Smitb(2) ......••..•.•..•••

Robert E. Smitb(3) ......••........•.

David B. Amy.. ..•• . •. .••.. .• •••• . .• 41

John Quigley .....•....•.•..•.••....

Alan FOinlc.......••• " •• , •• . • .• •.• . • 43

David D. Srnith(1) .

(1) aass Three Director.
(2) Class Two Director.
(3) Class One DiICC'lOl'.

The Board of Directors .. divided into three cJastes: Oass One directors ICIve antH May 1994;
Oass Two direeton serve until May 1996; and a.ss Three directon ICrve until May 1991. At the
expiration of tbcir respective tenns. directors Ire dectcd to serve for lve-yeu tern and Ulltil their
successors are duly elected ud qualified. Executive officers Ire appoinled by the bId of Dirccton
annually to seJVe for one-year lems and until dlcir succ:euors arc cl1lly appoialcd IJld quliled. Da'l'id
D. Smith, Frederick G. Smith. 1. o.ncan Smitb and Robcn E. Smith arc brotbas. 11\c Compaay
anticipates nominalioa an Indcpenclent Director (as ddiDed in me Inde:Ilture) prior 10 the ams....•
tion of the O(fenn••

David D. SlDltb has served as President, Cbicf ExtcUliYe Oftica and QainDan of the BoanIIiDce
September 1990. Prior to that. he ICrYed I' GeIlcraJ Ma,..,. of WP'IT fran 1984. I1Id ..amid die
financi8l ..d enginecrinJ rclpoMibility for the Company, indadlna tbe ~ructioftolWtTE m19l4.

Sot

matters include: (i) changes to the license renewal process; (ii) proposals 10 impose spectrum usc or
other fees on FCC licensees; (iii) the FCC's equal employment opportunity rules and other matters
rellting 10 minority and female Usvolvemellt in tile broadculinl industry; (iv) proposals to clIanF
rules relating to political broadcasting; (v) technklll and frequeacy allocation manus; (vi) cUnges in
the FCC's cross-intelest. mulliple ownership and cross·ownership policies; (vii~ changes to broadcue
technical requirements; (viii) proposals to allow telephone companies to deliver IUdio and video~
gramming 10 the home through existing phone lilies; and (ix) proposals to limit the tax deductibility of
adverrising expenses by advertisers.

The FCC is initiating I Notice of InqoiJ)' proceeding seeking canment aD whether tbe public
interest would be served by establishing limits on the amount of commer'Cial matter bI0adc8st by
television stations. No prediction can be made at this time as to whether the FCC wiD impose any
limits on commercials It the conclusion of its deliberations. or what effect, if any, tbe imposilioa of
limits on the commerc;al matte:- broadcast by tclevisicm stations would have upon the Compeny's
operations.

The Company cannot predict what other matters migl\t be conadered ill the future, nor QD it
judge in advance whaC impact. if any, the im~ementation of any of these proposals or chanaes miPi
have on its business.



DEC11I1VE COMPENSA110N

2.911

40,651

8,273

l~

AI"o..,......m
S 3,617

199,350

199.,lSO

199,3S0

1,264,00'7

140,954

151,385

1.188,416

01........
~ !!!!!ill

S 12.5,813 $ ~130

All eecutive officers Ind sipificaat em­
ployees as a group (8 perlORa)•••••..

*-e ••11
'mel... '''..
David D. Smith

President lind Chief Executive Officer

Frederick G. Smith
Vice President

J. Duncan Smith
Secretary

Robert E. Smith
Trusurer

In 1980, Mr. Smith fronded Cornark Television, Inc., which applied for IDd was cranted the permit fCl"
WPXT·TV in Ponland, Maine and which purchased WDSI-TV in OJananoop, Tennessee. WPXT·TV
was sold one year after construction and WDSI·1'V was sold two years after its acquisition. From 1978
to 1986, Mr. Smith founded Ind operated Coroark Communication!!, Inc.•• company engaged in the
manufacture (If high power transmitters for UHF television stations. His television cuur bepn wi1b
WBFF in Baltimore, wkere he helped in the construction of tbe station aad was in charge of technical
maintcnan~ until 1978.

Fr'tderick G. Snlitb has served as Vice President of the Company 6inc:e 1990 ad as a Director
since 1986. Prior 10 joining the Company full time in 1990, Dr. Smith was a surgical dentist enpsed ia
private practice and the author of several scientific publications.

J. Dune.n Smitb has served as Secretary and a Director of the Company since 1988. Prior to that,
he worked extensively on the construction of WPTI' in PittSburgh, W'ITE in Columbus. WIlB in
Bloomingron nnd W'ITA In 51. Petersburg, as well as on the renovation of the new studio, offices and
news facility (0( WBFf ill. Baltllnore.

Robert E. Smith hl~ served 15 Treasurer and a Director of the Company siDee 1988. Prior to that,
he served as Program Director at WBFF from 1986. Priof to tllar. he l5Sisted in the cons1ruclian of
wrIT <lnd worked at Comark Communications., bc. insulling UHF transmitters.

[lIvid B. Amy t.IlS sezved as Conrroller of the Company since 1986. Before that, be served as the
Busine~ Manager fOf WPTT. Prior to joining the Compally in 1984, Mr. Amy was ID accounlin&
mana~er of PenD Athletic Producrs Company in Pittsburgh. Pennsylvania.

Alan FraDk has served as General Manaser of WPGH since September 1991. From 1986 UIdiJ
j~ining the Company in 1991. Mr. Frank served as slation manager and general sales mlDaeer It
wrOG-TV in Tampa, Florida. Prior to that be seNed in variou5 exccutiw capacities It WFLX:IV
and WPTV-TV in Wut Palm Beach. Florida.

Joho Qui&ley hiS served as General M&1\aIcr of WITE since July 1985. Prior to joiniDl W'ITE.
Mr. Quisley served in broadcast managcmmt positions at Wan-TV in Oncimati. Obio aDd WPlV·
']V in West Palm Beach, Florida.

Steven Mlro has served as General Manager of WBFF since J.ty 1991. F1'OIIl 19861Ulti ioiaiq
WBFF ill 1991. Mr. Marks served as Genenl S.1es Man.aaCl at WITE. Prior to thai. he was. MtiouJ
ules manager for WFLX·1V in West Palm Beach, F1orida.
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(1) Bonuses are paid ill Ic<:ordIDce with the Executive &CUS Plan consiste. witk put practices.

The following table sets forth certai. information relining the annual and loag.term compcua·
tien by the Company {or servic:es rcudcRd lD all capacities duriJII tile yeu eaded December 31, 1992
by the Chief Executive Oftlc:cr and the dulCe other exec:uti\~otfic:en of 1he Compaay:

All... c.........



(2) Other annual compensation consists of income for personal use of Company-teased automobiles.
(3) All other compeniation COII!>LSls of the Company's 401(k) contJ'i)ution, life insurance and Joag­

term disability coverage. The Company's 401(k) contributiona for David O. Smith, Frederick G.
Smith. J. Duncan Smith and Robert E. Smith were 52,290, $4.364, 51,9'27 and $1,896, rcspeaively.
Addicional life insurance was $540. $540, S5-4O and $5040. respectively and tonc..-erm disability
coverage was $475, $475, $475 and $475, respectively.

The Company does DOC wrrcntly pay any Directors' fees.

EmplOYlllent Agreement

No officer has a written employment agreement with lhe Company.

Enculive Donus Plan

Key management employees are eligible to participate in the~·s Exx:curive Bonus Plan
{tbe "Bonus PlanU

). The Bonu!I Plan is designed to provide inccntMs to executive officers .00 other
key employees to ach~ certain operating objecCives of the Company. and is admirlistered by the
Board of DirectO~. Participants are selected based upOCl their ability to Ift'ec:t profitability. ADaull
cash llwards are based primarily on tbe attainment of certain operatinA obj«tiYes. TIle Bonus Plan is
intended to reward specific opc:ratins accmnplishmcots and proYide competitive IcYels of cxmtpeoaa­
tion for the attainment 01 those financial objectives. Under tbe bus pt~ tUJCt awards Ire CJtD.
lished for executive officers IS a percen..of their ba5e II1IlY ranee- The "acted awards are subject
10 decrease or increase based on the Company's actual penormuc:e aDd at the discretion of the Board
of Directors. The Board of Directors may also grant disaetionary awards to c:ertMD by employeca.

TIle bonuses in an Iglepte amount of StO.O minion paid to the executive oftkers i. the tbird
quarter of 1993 are special bonuses bema awarded to such excculiYe ofIcen to reward them for their
leMa; with the Company during the period from 1990 to 1993, and bave not been made pursuant to
Ihe Bonus Plan.

8Mi'd or Direrlon llltertocb aDd I.ilIer PIr1ic...tioa

All of the executive~ of the Compllly save u clrectora of c:orporatioal that have • dirCdOr
or executive officer who is Il1o a director aline Compaay. Durina 1mcd of tile UleC8tiYe of6cen
of the Company perticipatcd. in !'lis eapacity IS a director, in deh"bolaUoM of the CoIDpanYa Board of
Directors concertma c.xecutiYe officer compensacioa.

CE1lTAIN TRANSAC110NS

P... Jaw Hl"OI4cas.......

Four Jacks, • company wholly owud by the Current SlOclcbolden. Us filed a ClOIDpd1nc appti­
cation with the FCC for the broadcast liccase for VHF CullDd 2 iD Baltimore. MlryIaDd. Bocalile of
the FCC's multiple ownenltip ria, the principals of Four Jacks Uve committed IItemIeMa. their
application for Oannel 2 to diYesI Ihe CompaaYl interest in the bra.dcuI lice.. far WBFF i1l
IUlltimore if Channell is awarded 10 the. and lxfore IMUmtna ~tioDaJconIrOl of Qannel2.

SIIleotWPIT

In AuaUlil 1991. the Company sold the FCC license aRd certain other uaeu of WP1'T in PiltI­
burp to WPlT. Inc. for a sales price of $1.0 milliolL The purdlasc price wu financed by WP'lT. Jac..
the new owner, througb (i). 1S-year senior secured cenn nOte of $6.0 miUioa (the "'WPTT Note", aDd
(iil a 2O-ye.r 8.SlJ' redeemabtc: subordiMtcd convertible debentllre (the uConYertible Debenture-') ill
the ,"regate princ~1 amount of $1.0 million. At tbe Slme time, the ConJpuy elllCtCd iDCO ....
menta to lcue HIe tower and UaliOR buiJdinp to WPTr,IK. for use In the operatioa of WP'lT.
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Principal p6yments on the WPlT ~ote are required 10 be nude 0YeI the five-year period, in the
amount of $100.000 each month, commencing on October 1, 2001 and ending on September 30. 2006.
al which time any unpaid amounts on the WPTT ~ole are due. Interest payments. which are computed
on a floating mlcres! rate equal to the prime rate plus 4.5 percentage points, began on October I. 1991
Ilnd art: payable moncnly until maturity. At Septem~r 1. 1993. the entire principel balance rem&ins
due.

Sale ofW11D

In Stprcmber 1990, the Company sold all lite stock of Qanul 63. lac.. the owner of WlIB in
Bloomingtoa. to the Cunni Stoc:Jdaotders for Sl.5 million. financed by I note illueel to the ea.tpeny
bearing lnlerest at die rale of 10.25.. per aonLim (the "WlIB Notet

" wbic:h WII JUIfIJ*Cd by WlIB.
)n June 1992, die tben outlt~1 principal balance OIl the WIm Note of 11.458,489 was reinaced.
The new noo: bears interest M 6.881,])Ct aMum. is payable in monthlypindpal and iaterest pI)'U'Oftti
of 516.000 until September 30" 2000. at which time a flnal payment of appadmateJy 5431.000 it dac.
The WUB Note. and AU rCftCWlls. mentions. substitutimls. reftlWlclDp and ratatemeftCS tbeROn. is
pledged to Chase Bank pursuant to the Bank Credit Agreement. At June 30.1993. $1.355,106 raaained
nutst,nding. At the tUne of 1M IIle WlIB ....s. and is currently. I Rome Sboppina Network dlliate.

.., TdmsiN, lac.

[A April 1990. Cheupcw Television. IDe. ("en'j, • Subsidiary of tbe CanpaDy. sold caum
5t.tion equipmenl to Bay Television, I.e. in excbqe for lbe iuuIaco G I aote in lbe~
amount of S503.359 payable OYer five years with .. inIefe,t rate of 11* per IIlQUIII (the "Bay Tr,Ol-

The Convertible Debenture, which ma1~res on September JO. 2011, is convertible. in whole or ill
part, by the holder al any time prior 10 malurity. subject to the approval of Ibe FCC, iDto up to~m
the ca?Ltal stock of WPlT. Inc., such shares 10 be non-volma. WP1T, Inc:. has agreed not to issue lay
other debentures aT like instruments during the term of tbe debenture without the express writtea
consent of the holder.

In December 3991. KCI. a coI)oration whoHyowned by the <:uneal Stockholders, entered inlo a
Programming Services Agreement (the "Programming Agreemeal") ....irh WPlT. Inc. pursUaDt to
which KG agreed 10 provide programming to WP1T during certain time periods. aDd Wl'1T agreed
that KCI could sell, or cnaagc a thild party to sell. advertising t"e OIl WP'IT during such program­
ming. In collsideration for WPTT broadusting the programming provided by KCI. KCl agreed to pay
;an hourly fec. In January ]992. KCI entered inlo a managemeot agreement aDd other arranaemenll
with WPGH. Inc.• a SUMidiary of the Company. whereby K.CI and WPGH, lnc. agrud thai WPOH.
Inc. may pr""'ide to KCl its excess programming which will assist KO to providing programming to
WP1l under lhe Prolramming AgrecmeAl. As consideration for the procramming provided by WPGH,
Inc., WPGH, Inc. sells the advertising time allotted to KCI under to the Prccrammina Agreement.
Purswnc to these lIrrangemenls, WPGH. Inc. rettives a 10% commission on the advertising time sold.
During 1992 and the six months ended June 30, 1993, WPGH. Inc. received gross commissio.... of
1294,000 and S2lJ.OOO. respcctively. The total net commissions earned by WPOH. IDC. were approx­
imately $112,000 in 1992 and S54.«x) during the six rDOI'.lhs ended June 30, 1993. [n addition. the
Company rt:ccived from KCI broadcast time for promocions valued It $40.(0) in 1992 and $17,000
d.nn& the six months ended June 30. 1993.

During 1992. the Convenible Debenture was assigned tCl the Current SlocJtholdcn in cxcbanp for
'he paym~nl of ~100.000 and the assuaftCC of a $900,000 _ote, which bears iDtenst at 7.9'CRJ per annum
and matures in April 2002.

In March 1993. Qe Company assigned lbe WP'IT Nole to Iulian S. Smith and Carolyn C. Smith
(the parents of the C~rrent Stoekholdcn). bach former ItoetboIder1 of the Company. in exdwlF far
the payment of S5O.000 and the issuance of a $6.559.000 note which bears in1crest at 1.211' per unUID
and requires inter"t only ~ymenu throulll Sepccmbu 2001. Monthly priaapaJ payments of $109.)17
plus interest are pa)'llblc comlMnclnl iD November 2001111d endina ill September 2006. It ....bidt time
the l'elminil18 principal bUance plus accrued interest. if any. is due.
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mitter Notc"). Bay Television, Inc. is owned 75% by the Current StockhoJdc11IIDd 2Slt by Robert L.
Simmons, a former stockholder of the Company, and is the owner aDd operator of WIiA in SL
Petersburg. A1 June 30, 1993, $216,000 remained outstanding under the Bay Transmitter Note.

In I:onncction with the capitalization of Bay Television, Inc. the Company aareed to loaD the
Current Stock.holders up to S3 mtllion on May 17, 1990. aDd the Current Stockholders simultaneoasly
agreed to loan Bay Television, Inc. up to S3 million (collectively. the uBay Credit FacilitY'). Bach of
the loans 10 the Current Stockholders and 10 Bay Television, Inc. pursuant to the Bay Credit Facility
is evidenced by a secured note due December 3). 1999 accruiRc interest It I ftolq rate equal to the
prime rate plus one percentage point. Thc principal balance. payable over six )'Cars commcacins on
March) J, 1994, is required to be repaid q\l8rterly at a rile of: (j) 1.25% uda quartcr for tM. first year;
(ii) 2.5% each quaner for the secoad year; (iii) S% each quarter for years tbr~ through five; and (iv)
6.25~ each quancr for the last year. Interest on the unpaid principII IIDOlI1\t of each note is also
payable c.u3rterty. The notes pursuant 10 the Bay Credit Facility are pledced to Olue Bank PUt5uaat
to the Bank Credif A8reement. At September I, 1993, a principal balance of $2.5 million remai9d
outSlanding under the nay Credit Facility.

Loaas to AlfiUaIa

In January 1991. the Company loaned Robert E. Smith $100.000 payable on demand aad bcarilll
interest at the rate of 8.87,.. In June 1992. the Board of Directors of the Company reduced the iD1erat
rate to 7.87%. effective Joe 1, 1992. This note wu paid mfull ud cucelled on September 21, 1993.

In June 1992, the Company loaned David D. Smith S2S0.000 payable oa demand aDd beariDI
incerest at the rate of 7.8''''. The Complny also loaned $150,000 to J. Duncan Smith OD the same
lerms. In 1993, the inceJ~~iI rale on J. Duncan Smith"s mce was changed to the ClDTent AppIictlble
Federal Rate, cffective January I, 1993. Both of these notes were paid ill fuji and cancelled OD Sep.
'ember 27, 1993.

AftUiated Leases

From 1987 to 1992. the Company eDtercd iDlo five luse trlnSllCtioDs with Oannlnpam Commu­
nications. Inc. ,'Cunningham", a corporation wholly O'Vt'ned by the Current Stockbalders. to lellK
certain facilities fran CunninJham_ Four of the leases are capital ~s havina racwabIe fICnDI of 10
years. Three of the1e leases are for rental space on broadcast towers and ou of these 1eues is for cbe
present ,tudio and offices of WBFF Uld the Company. The other lease is. month 10 mcath Ieue lor
the o&d studio lind offices of WBFF which arc no IonlCr in usc. Agtepte lDnDaI reDtaa paymentl
related to these leases were $511,000, S401,OOO and $406,000 in 1992, 1991 and 1990, respectively.

10 January 1991, en entercd iDlo I ~n-yell capitalleaie for a DeW adminiSUltiYe facility for
,tatJOO WBFF and the Compeny's corporate offices wicb Keyser Investmenl Group, Inc:. ("KlG"). a
corporation wholly owned by the Current Stockholders. Additiooally. iD JAC 1991 en entered lata a
one-year renewable lease £Or parting facilities It the edmilriSlratm facility with KlG. hymentl UDder
these and the prior leases with KIG were $419,000. $2l8,0X) and sun,cm in 1991. 1991 aDd 1990.
respectively.

Gerstell Devdopmcnt Umited PIrtner1hip (..GersteD'), m eatity wbo1Iy owned by Iu Qnmd
Stockholders. was formed in April 1993 to acquire certain pelsonll aDd feal property interestl of tbc
Company in PennsyMInia. This transaction was compl~ in September 1993. OemclJ acquired the
WPGH studioltransrnitter site and tower fex an aareptc of S2.0 million and lealed die
studioitransmitter site and tower to WPGH, Inc. for Sl~875 per.oath and $15,000 per month. respec>
lively. These are ~.year Ic:ascs with four sewn-year rmcwaI periodI. ne ecmp.ay expecll that
Gerstell will arrlnac for a loan from • bank lender for the coutrvetion on the~Cf lite of
In expansion of the exlstina office buildingltelevision sllIdio aad the CODStNetioD of a new tower
havi.S an cstXuted east of In agrepte of $J.5 -ulioa. The eompIeted ofke buiJdbWtclevilioD
Sludio and the flew tower wiU be leased from GersteD by WPOH, Inc. The. Company beIieYeI thlllle
luses with Gel'Slell are or will be at market rates and of an adequate duratioD.
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nISCRIFnON OF Otrm'ANDJNG INDEBTEDNESS

Pursuant to a second acquisition agreement, GersteD has agreed 10 purcbase from the Company
certain real estate in Pittsburgh for a purchase price equal to its appraised value of $115,000. The
property is the location of tke tower for WPIT in Pittsburgh.

STOCKHOLDEIlS

All of (he outstanding capital stock of the Company is owned by tk Cumnt Stockholders in equJ
percentages and is pledgcd '0 Chase Bank pursuant to the current BUlk Credit A&reement.
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Balk Credit Aarean-t

In connection with the finaatinl of the acquisition of WPGH ad with tIae rcfialJlciaa of a thea­
existmg credit facility. e. Company cntered into a Bank Credit ApeerDCIII with Que Baak IDd
cenain ochcr lenders (ooIlec:tivcly. the "Banb". The obliptians of 1IIe Compay under the Bank
Credit Agreement are IUlTanteed by the Subsidiaries. Thc fdlowinl Slammary of tbe priDcipai terms of
the Bank Credit Agreement docs no( purport 10 be «>mpkte Ind is subject to dewled proYiaions oi the
Bank Credit Aarcement, as amcaded. I ccpy of which is an exhibit to the Rqiltratioll Statemene of
which tllis PraapccIUS is a part. Sec Note 3 to tbe Notes 10 CaoIolidaied F"ruadal Stalel8Oatl.

Pursuant to the Bank Credit Asrument, al amended, the Banks &&Teed to mlb loas up to $11..
million COft$iS1i81 of twO components: Tcrm Loans in the princ.ipal amouDt of up to S99 million .... a
Revoiv1ng Credit Faciity in the alQOUnt of up to SIS million. The Term LoaDs ad outstandinlamoalll
under the RevoMDS Credit Facility will be repaid in full with the proceeds of the Offcn.a. Upon IUCh
repayment, the Tem Loan will be caneened; however, the amounts IYIfIable under the RnoMna
Credit Facility may be rebarrowcd from time to time. ne RewlviD& CIedit Facility II~ par1iaUy
utili2Jed for the S6.2S miUion I~tter of credit deSCl'hd it Note 14 to tlIe Notes to tile CoMoIidated
Financial StatemenlS. 1'hc Banks' comnUtments to make loans under tbe RevoIviaa Credit Facility will
expire on Scptcmber 36, 1997, unlcss carlier paid by the Company or daunde4 by tho BukI upoD the.
occurrence of an E'Io'On1 of Default, .. defiDed in the Bank Cndic Apecnael1t. 1be unborrDwcd ponioa
of the RevoMnI Credit Faciity may be reduced from time to time by the Cocnpuy upoa wriUeII
..:Mice '0 the Baob.

SIock R.edanpdons

On Septemt>cr 30. 1990, the Company issued the Founders' Notes mlturing on May 31, 20M.
payable to Julian S. Smith and Carolyn C. Smith, former majority owners of tK Company and the
parents of the Current Stockkolders, in the amounts of 57,515,00> and 56,700,000, respectively, in
consKteration of stock redemptions of 72.65% of the outJillnding stock of the Company. The Fouaden'
NOles are secured by security interests in all of the assets of the Comp.y and its subsidiaries, aDd are
personally guaranteed by tbe C\lrrent Stockholders.

Principal payments on the loan from Julian S. Smith are payable, in various amounts,~ Octo­
ber, beginning October 1991 uatiJ October 2004, with a balloon payment due at IIl&turity in the amoun(
of S5,018.000. Additionally, monthly interest payments of $28,750 aHDmeneed on April 1993 and will
continue u..il December 1996.

Principal payments on the lOaD from Carolyn C. SnUlh are payable each October, belinning Oc­
(OOcr 1991 until October 2004, with. balloon payment due It maturity in the amount of $4,413.900.
'The notes include stued interest rates of 8.75", payable annually from October 1990 until Qctd)er
1992, (ben ~Y' ble semi-annuaJly thereafter, until maturity. The effcetiYe _r~"t rate approximatel
9.4%. For further description of the Foundtrs' Notes. lee "Description of Outstanding lndebtedneu
- Minority "';ote and Founders' Notes."

1n Deo:mber 1986. the Company entered into I 1l0lKOmpetition IIRCment with Julian S. Smith
i" t!tc 8~regate amount of SJ.C5.000 pee year. This agreement ~ed May 199).



The Company is cntided I() prepay the Term Loans and the outstanding amounts under the Re·
volving Credit Facility, subject to cenain prepayment conditions and certain notice provisions. at aay
tWllC lind from time to time. In addition. the Company is requlJ'ed within 115 days after the end of each
fiscal year, commcncingoQ January 1, 1993,to pay 66 213% of the "Excess Cash Flow" (_ defined in
the Credit Agrcancnt) (less Iny optional prepayments made during tbe preceding year) to the Banb
for applica:ion first to the prepayment of Che Term Loan and then to the OU'WIDding amounts under
Ille Revolving Credit Faality.

The Company's obligations under the Bank Credit Agreement are SCQIIed by a plcd,e of substan­
tially all of its usus. including all of its capita' stock aad the capital stock of the Subsidiaries. ac­
counts receivable. patents and trademarks. inventory. ~uipment. Ind various other cxistin& &Del
after-acquired assets. TIn: Subsidiaries have guaranteed the obligations (If the Company. and have
pledged, to the extent permjCled by law. all of Iheir assecs. includiRllU of their capital stock. Further,
Cunningham. KIG and GerS1eIt. al businesses that are owaed and con1roUed by the Cunent Stock.
holders.. were required to guarantee the obligations of the Company nder tile Bank Czedit AgreemenL
Cunningham. KIG aDd Gcrstell are laodJords of the Sub5idiaries. See "Ccrtain Transacticos - AffiJ.
iated uaseli.'· The gWiranlees of Cunningham, KIG aDd Gerstdl arc seaued by pledges of subsa.
tially aU of the uselS of eacb corporation.

The Bank Credit Agreement contains a number of covenants wbicll restrict the operations of the
Company and Ihe Subsidiaries, mduding the ability to: (Q tnerF. consolidate. a<;quire or selllSscrs;
(ii) create additional indebtedness; (iii) PlY dividends; (iv) enter into cert,. an"cements witb affiJi·
ates; or (v) incur corporate expenses in excess of spcdled limits. The Bank Credit Agreement prohib­
ita the Company "00 tne Subilidiaries from purchasing, redeellling. retiriftl, acquiring for VlIuew (If

making dny voluntary payment or prepayments of principal, interest, or other amount owinC in respect
of IIny .' Subordinated Indebtedr1ess" (as defined in the Bank Credit Agreement). except for relularly
scheduled payments pursuant 10 the instruments evidencing sud1 Subordiuted lndebtedoeu. The
Company uticipates receivinl the consent of the Banks to this Offeri... ud the \lie 01 the proceeds
thereof. The Company and the Subsidiaries are also probibited under Ihe But Cre4it Apeement from
incuntng obligations 'or tbe acquisition of prosrammina, excfusi~ of e:utailllilbilirie.s in plac:e It :be
time of tbe Bank Credit Agleanent, if. IS a rel\llt of such acquisition, tbe cash paymentI oa sucb
programming exceed &peCific:d amounts IS defined in the Bank Credit Aweement. These spec:iIed
amounts for the fiscal year endinc December 31. 1992 were $13 millioa.

In addition. Ihe Ccmpany and the Subsidiaries Ire requited to meet certain COYeDUli under the
Blnt Credit Agreement, on a coa.solidllcd basis. IS welt as to maintain c:ataiD iDancial ratiol. indueS­
inC a funded debt ntio, A current debt ratio and a fixed charges rado.

Thc Events of DefAult under the Bank Dedit Agreement include, lmo.. ochers: (i) the laue 10
pay prillclpal, intereSi or other amounts when due; (ii) the failure by tbe Current Stockholders. too.
Cunnin!ham. the Compeny or the Subsidiaries to pay when due any otbet in4ebtcdness in excess of
S100.000 or the happening of any event specified in the iDStrumetlts aovernina such indebtedness if the
effect of such event is to caose. or to permit the holder or holden of such indebtednea to cause, such
indebtedness 10 become due; (ii) the IUking of untrue rep:esentations and warranties; (iv) lIlY ollhe
members of !be Smitb Family, DO. Cunningham. the Compaay or tbe SUbsidiaries defaulll in Ihc
performance (If its ooliptions under the Bank Credit Agreemcnr MId the related security docuJneId.;
(v) cenain eveats of insolvency or b8ntruptcy re1lt~ to the CurreM Stoe:t:Iddcrs. KlO. QmniDpam.
the Company and the Subsidiaries; (vi) Ihe rendering of money judameats apiD5t ale Cuma1 SIOCk­
holders. KIG, CwDiDp.n. the CompulY aAd the SubaKiiaries in uceu of S1oo,OOO; (vii) the incur­
rence or certain Jiabilities to certaiD plans aovemed by tbe~ ldiremeallaCOlBe Security AJ:;t

of 1974; (viii) dunnJany period of 2S consecuti~ calendar montbs, individuals who \VCre diRCtOl'l of
the Company on the first day of such period shaU no Jonaer CORitilute • majority of the ballid of
directors of the Company; (ix) 1he security doc:ulDelltl lII.n be terminated or IbalJ ceue 10 be in lui
force and effect; (x) any broadcast lioease (other than I non·...terial license) shaJ1 be lenaiaatcd.
forfeited or revoked or lhal fail to be renewed fOl a.y rcasoa wbatlOeY'U or lor uy rasca a Sw..
lary shall .1 Iny time cease to be a liceaee \lndet any brOidcul licenle (otbu tba • noIHDlterial
broada.stli~) rellhOlla WBFF, WPGH or WITE or the Canpany orWPGHJ In.c. aMI other·



wise fail 10 have al! required authorizations, licenses and permits to construct, own, operate or pr0­
mote WPGH; (xi) Chesapeake Television. Inc. shall cease to be I wholly owned Subsidiary of WBFF.
Inc.~ the WIT'E, ~Innel 28 Lic.eusee. Inc. shall cease to be a wholly owned subsidiary 01 WM'E.
Inc; the WPGH Ucensee, lnc. shall cease to be a wholly owned subsidiairy of WPGH. Inc.; the
Company shall cease at any time to own all of the issued shares of. the capital stock of 'WBFF. Inc..
WTTE, Inc. or WPGH, Inc.; any of the Current Stockbotders shall~ It any time to own 25~ of
the issued shares of a\pital stock of the Company or shall cease to eagqe in the KtiYe management of
the Company and the Subsidiaries (other than, in Iny caS:, by reason of deal~ or disability); or (xi)
any transfer of any common stock of the Company or an)' of the Subsidiaries or aDy riahl to teceive
such common stock or IDy other inlr;rest in the Company or any of the Sublidi8ries shall be Irma­
ferr~d and either (a) Nch !rusfer shll fail to comply with any Ipplicable prcMsion of tbc Conuauni­
cations Act as amended from time to time, or any applicablc FCC rule, rqulation or policy, or (b) the
~8ent under the Bank Credi~ Agreement shall I\OC have received prior to such transfer any opinion
reasonably satisfactory to tbe majority lenders thereUJUior of counsel 1US0nably aatisfaetoxy to the
majority tenders to the effect that SIl1ch tnos(c.r does so oompJy.

Minority Note and FeNllen· Now

Under the terms of a Stock Purchase Agreemall dated December 22,1986 between the Company
and certain stockholders of the Company's predecessor, a note wu issued in the principal amount of
$6,421.433 (the "~ority Note"). The Minority Note is a general, unsccmed obliption of the Q)m.
~nywbich malures on Januuy 2.. 1997. Interest and principal are paid oa January 2 and July 1of CIlCb
and c\'ery year. The Minority Note bearti interesl at the annul rate of IS". The Minorily Note is pari
ptUsu in light of payment to the Notes.

On SC'p1cmber 30. 1990, the Company issued the Founders· Notes to JuJiao S. Smith nd Carolyn
C. Smith. These notes Ire secured ablisations of the O:npeny subordinated IS to right of payment and
as to securil)' to the obliplions of the Compaay under the Bank Credit Apument. In addition. the
Founders' Notes are pledled as collateral to the Banks under the Bat Credit Asreemau. The
Fl)Unders' Notes were issued pusuant 10 a Stock Redemption Agreement. dated Sej)Cc.DIber 30.1990.
The Founders' Notes mature OD May 31. 200S. The Founders' Note to J1IIian S. Smith is in the face
llmOunt of $7,51S,000, and the Founders· Note 10 Carolyn C. Smtih is in the face Imou.nl of $6.700,000.
The Founders' Notes are IeIllOr in right of payment to the Notes. Principal paymentl on the loan flam
Julian S. Smith arc payable.. in varioal amoun". each Ocklber, be"'IOcsober 1991 uatil October
2004, with a balloon paymenl due It maturity in the a.mount of 15.018.000. AdditiouUy, aontJaly
interest paymenls 0( $28.750 commeruxd on Apri11~3 and will coatinue allil Dec:aaber 1996.

Principal paymenls OIl 1he On from Carotyn C. Smith Ire payable eacb Qaober, beginn" 0c­
tober 1991 until <k:tober 2004. with a balloon payme:oa due as maturity in the amount of $4.473,900.
The notes inctude sta1ed interest rates of 8.?StIl, payable annullly from October 1990 unbl October
1992. then payable semi-annually thereafter, until maturity. 1'be effective interest rate approximates
9.~%.

The Subsidiaries. jointly and 1eYetIJly. hive ..arantetd the principal of aDd interest on both the
Minority Note aad 1he Founders' Nota.

The Founders' Notes contain COYel\lDts rdatina to c:cnaiD buaincss. iDlnc:ial, aDd oputtifta lUI­
ters of the Company and the Subsidiaries. including, but nat limited to: restrictioa oa ptyIM1\t of
dividends, redemptions of capitalltock and certain kinds d inYestmeDlSo lllefJus altd coalOlidations,
occurrence of liena. sales of aSSClCS, capital expenci~res, chap of control. aM occuneace 01 iBdebt­
edncss. The Minority Note prohibits the pl)'IDcnt of dMdend. duriDla dcfIaII~.
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DESCRIPTION OF THE NOTES

The Nota offered hereby will be issued under an Indentue to be dated as of , 1993
between the CornpillY, and , as trustee (the "Trustee"), a copy of tbe form of whicb is
filed as an txhibi1 to the Rcgistrat,on Statement and will be made available to prospective purcblSCra
of the Noles upoa request. The Indenture is subjeci to and &<Werned by the Trust Indenture Act. ne
following summary of the material provisions of the Inde:lture docs not purport to be complete, and
where refereoce is made 10 panicular provision!"> oC tbe Indenture, such provisions, includinS the
definifions of cerlain cenns, are qualified in their eatirety by reference to all of the provisions of the
IDdenture end those tenns made II part of the Indenture b)' the Trust Indenture Act. For definitions of
certain capitalized terms used in the following summary, see .. - Certain Definitions."

General

The Noles will malure on • 2003, wiU be limited to $100.000,000 agregate prillcipal
amount, and will be unsecured senior subordinated obli&ations of the Company. Each Note will bear
ir.lcrcst al tbe rate set forth on the rover page hereof from • 1993 or from the most recent
intcrest payment date to which interC$t has been paid, payable semiannually OIl and

each year, commencing , 1994, to the Person in who!e name tbe Note (or
any prc:del.:cs~r Note) is registered at the close of business on the or nexI
preceding such interest paynacnt dale.

Payment of the Notes is guaranteed by the Guarantors, jointly and severally, on a senior subor­
dmated basis. The a.arantors are comprised of III the direct and mdired Wholly Owned Restrided
Subsidianes of the Company. See .. - Guarantees."

Principal of, premium, if any, aid interest on the Notes wiD be payable, and the Notes will be
exchangeable and trusferable {subject to ~liance witll trausfer restrictions imposed by applic:able
securittes laws for S(l 100S as the Notes arc ROI Tcaistered for resaleu~ the Securities Ad), It the
office or agency of the Company in the Oty of New Yort maintained for luch purposes (which iDitially
will be: the Trustee); provided. howevu, that payment of interest may be made It thc option of me
Company by check mailed 10 the Person entitled thereto as shown on the security register. The Nates
will be Issued only in fully registered form without coopons, in denominations of $1,000 and any
integral mUltiple thereof. (Seaion 302) No service charge Will be made for uy registration of transfer,
excuoge or redemption of Notes, except in cerlain circumstances for any I8X or other JOYeI1lII1CRtal
chargc lnat Ol.y be imposed in connection lherewith. (Section 305)

OptIoNlI RtdemptiH

The Notes will be subject to redemption at any time on or after , 1998. at tM
opcion of the Company, in whale or in pan, on not less tban 30 nor more than 60 days' prior notice ia
Mlounts of $].000 or an intepal multiple lhereof at tbe folaowiq rcdempc.ion prices (uprcaed u
percentages of tbe principal amouat), ifredeemcd during the 12-month puiod tqinaiq al
the years indicated below:

•• 11.......
~

1991 ,.
1999
2000

Ind thereafter It1~ aldie principalamounl, in each case 10Fther with ICCrUed ud uopaid iDeclcst,
if any, to the redemption date (subject 10 the rillu of holdeR of record OIl relevant reconI datt.s to
receive interest due OD ID inteIat paylDCDt date).

In addition, ac Iny ti1DI! OIl or prioI' to ,1996, the Compuy may redeem up 10 25.. of
the orisinaJ principal amollDt of NOlcs with the net proceeds of • Public: Eq.iIy Otfeq of the C0m­
pany at Cjf, of the aJITCIlte prindpeJ &mOUDt, toaeWr wilh accrued Ind unpaid inluest, if any,
to lbe redemption dlte (Iubjcet to the right of tdders 01 record 011 reIe:wJIl record daIa 10 receM
mteresl due on an interelt payment date).
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If less than all of the Notes 8Te to be redeemed. the Trustee shall select the Notes or portiol1l
thereof to be redeemed pro rata, by lot or by any other method the Trustee shaD deem fair and
reasonable. (Sections 203. nOl. 1105 and 1107)

SiIIldac Fund

There will be no sinking fund.

Suhordinalion

The payment at the principal of, premium, if any, lnd interest OD. the Notes will be subordmted,
BS set forth in the Indenture, in right of payment in cash Clr cash equivalents or in any ot"er form IS
ftcceptable to the holders of Senior Indebtedness, to the poor payment in f"U of aU Senior I.debted­
ness. The Notei will be senior subordinated indebtedness of the Company raakiDspari p4SfU with III
other existmg and future senior subordinated indebtedness of the Company 8:\d l!lenior to all existing
and future Subordinate<! Indebtedness of the Company.

Durir.g the continuance of any default in the paymeut of any Desipated Senior Indebtedness no
payment (other tha. payments previously made pursuant to lhe provisions delcribed wader
.. - Defeasance or Covenant Defeasance ollndenlure") or disttaJutioa of any assets of the Oxnpany
of any kind or character (excluding certain pe1ll1itted equity or subordinated HCllrilies) dWl be mIde
011 accounl of the principal of, premium, if any, or inrer"t on, the NOles or on acaJ\lnt of the pur­
chue, redemption or other acquisition of, the Notes unless Ind untillUCh dcflUlt bas been cured.
waived or has teased to exist or such Designated Senior Indebtedness IhaJI have been disdlarced 01'

paid in fun in cash or cash equiVllents or in any ocher form acceptable to the botdcrs of Senior
Indebtedness.

Durina the cODtinuance of any non-psymcnt default with rcspcc:t to any Dcsipated Senior Indebt­
edGes! pursuant to'Mlich the maturity thereof may be accelerated (a "NoD-paymcnt Default·') IDd
after t~ receipt by the Trustee from a representative of tbe holder of any Desicnated Saior Indebt­
edn«s of \I written DOtice of nell defauk, no payment (otbu thaa paymcACI pm.oiously made pursuanl
to the provisions described under" - Defeasance or CoYen•• Defeasance of IDdenture-) or dillribu­
tion of any IISSClS of the Company of any kind Dr character (acludinl certain permitted tquity or
subordinated securities) may be made by the Company OIl account of the pri~1of. premium. if lay,
or inlerC5t on, the Notes or on acc:ount of the pUTCnue. rcdanptioo or otbcr acquilitioa of, the Hotel
for the period specified Mlow (tbe uP.ymeatB~P~riod").

The Payment Blccbgc Period shall commence upon the receipt 01 notice of the Non-paymc:at
Defauh by the Trustee flOR I represeJltative of the boldez- of any DcsiJftJted Seaior Indc:bledncss a8d
slllll end on the emlest of (i) the first date on which more than 119 days shall have elapsed since the
receipt of such writtC1l notice (provided weh DesiPlted Senior Indcbcedneas as to which notice was
liven stu,U not therefDlore have been acc:clerated), (ii) the date on whicb~ Non-paymeu Default is
cured. waived or ceases to exist or on wbielt such Desianated Senior Indebcedncu is dildwpd 01
paid in full in cub or cash equiYaleucs or in any other maDer ac:ceptable to the holders of DesipMd
Senior lndcbttd.ncss or (ii) the date on which such Payment B&ocbSC Period shall haw been termi­
nated by written notice to the Company or t~e Trustee from the represeatativel of holden of Desia­
nated Senior lndebtedness iDitiatinl such Payment Blacta&c Period. Iftu whicb. in the case ofcia..
(i). (ii) and (iii), the Company shall promptly resume making any ud all required payments in respect
of the NOles, inc:ludifll any miaed payments. In no eva'lt will a PayruDt Blocbac Period CXIad
beyond 179 days from the date of the n:ceipt by the Trustee of tlM nodce initiating .ch Payment
Blocusc Period ($ueh 119-day period rcfened to as the MInitul Period-'). Any .umber 01 DClCica of
events of defaults may be liven durina the Initial Period;prGlt'idu tbat durinaany 36S <:onseCQtiYc day
period only one such period duriag which payment of priDcipal «. or iDlerae oa. the N«ea may noc be
made may commeace and tht clur.bon of such peliod 1M)' noc exceed 119 dayL NoN~eDt
Default with respect 10 Duipltcd SeDior Indebtedness tIllt exiaed or was CODtinuina on the dUe of
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the commencement of any Payment Blockage Period will be, or ClD be., made the basis f« the c0m­

mencement 01 • aec:ood Payment Bloc::kage Period, whether or not within. period oC 365 consecutive
days, unless such default has been cured or W'8ived for a period of DOt Jess than 90 CODSecutivc days.
(Section 12(3)

If the Company fails to make any payment on the Notes when due or within any applicable gnce
period, whether or not on account of the payment blocka&e pl'OYisions referred to aboYe, such failure
would constitute an Event of Default under the Indenture and would enable the holders of the Not:110
accelerate tlle maturity tbeJcof. See .. - Events of Default...

The Indenture will provide that in the event of any inwlvency or bankruptcy case or proceeding.
or any receivership, liquidation, reorganizirior. or other similar case or proceedmg in connection
therewith, rel!tive to the Cmnpany or its assets, or any liquidation, disso1u.ticm or other winding up of
the Company, whether voluntary or involuntary, or any aasisnment for the beaefit of creditors or other
marshalling of assets or liabilities of the Company, all Senior IndebtedDCh mUlt be paid in fun ia cash
or cash equivalents or in any other mann~r acceptable to the holders of Senior Indeb~SIi, or
provision made for such payment, before any payment or distribution (excludiDg distributions of eer·
lain pennitt~d equity or subordiuled securities) is ma<ie O!l. account of the prind~t of. premium. if
any. or mlere~t on the Notes.

By reason of such subordination, in the eveat of liquidation or insolvency, creditors of the C0m­
pany who are holders oC Seoiar Indebtedness may reCO\"er mole, ratably, 1han the holders of the
Notes, and ~unds which would be otherwise payablt to the holders of the Notes wiD be paid to the
holders of the Senior Indebtedness to the extent necessary to pey the Senior Indebtedness in full in
cash or cash equivalentl or in any other manner acceptable to tbe holders of Seaior IndebccdnCS8, and
the Company may be uaable to meet its obligations fully "ith respect to the Notes.

Each G\,I.ranree of a Guarantor will be: an unsecured senior subordinated obligation of such Quar­
Irttor, nnti:cgpari ptUSU with, or senior in riJht of payment ~ aU ocher c.xistia& and future Indebt­
edness of such GuaraDtor thal is expressly subordinaa:d to Guaran.. Senior IDdebtedncsa. The
lndebtedneS$ c:vic:ienced by the Guarantees wiD be subordinated to Garantor Seaior IndebtedDCII to
the same ex.tent as the Notes ue subordinated to SenioT Indebtccbu:u and holders of certain deaa.
n.ted Guarantor Seoior Jndcbt.ednc:ss will be able to initiate payment bloctage period&, upon tmnI
substantiany comparable to the rights to initiate payment blocbgc periods beJd by boIders of DcaiI·
n.ted Senior Indebtednels.

"SenW)r Indebtednu1s" is defJDed u the prmcipal of. preuWm, if any, met interell fmc1udiDa
interest, whether or ftOl.llowable. ac:main& after tbe tiliftl of. petltioD iaitiatia. any proceedina under
any state, federal ar foreip blnknaptey IIws) on any Indebtodacsl of the Company (other tba a
otherwise pl'OYided in this definition), whether outlbndiDa on tk dale of the Indollblre arthereafter
created, incuned or assumed. and whelker at any time owiog. actually or contingenl. unless, in eu
case of any particular Indebtednea. the instrument aeatilll or evideDcinl the same or p&muUl to
wllich the same is ouestandina expressly prcvidts that such Inddltedocu lUll not be senior in rilbt of
payme:u to the Nota. WitbaU4 limitiftl the generality of the forepna, ClSaJicx Indcbce&lea" sbaJJ
include (i) the priocipaJ of. pmni-. if lIlY, aDd intereal (Uw:tudma daelt, wbetber or not aUowabIe.
accruing after tile fliDS of • petition initi.tina any proceeding uadet any stale, fedcn1 or fozeip
banknlptCy 1IwI) on aU obliptiou of CWlY name of me ComJ*lY from lime 10 time owed to the
lenders under the Bank CMit Aare~t;proWIlttl, ht:1we....., that lay bdtbtedIlea andeI"my rcft.
uncing, refundin.. or rcpCacemenC of the Bank Credit ApeemcDl sb.l1aot CIONtillI&c Senior ladcbt­
cdness to the cxteat thal tbe Indebtedness thereUDdcr ls by its c.xpRIS tonu IUborclDate to aay otbel'
IndebtedKSS of tbe Compa~,1Dd(ii) Jadebtedl1CSl OUISW'Idin. IDlckr dieF~ Nota. NcJtwida.
stlnding the foreaoinl, ClSeaior Indebtedneu" shall not include (I) IDddMedDaI nidenced by tM
NOles, (ii) Indebtedneu that is subordinate or junior in ri&bI of paymnl to any IndeIJtedDess of the
Company. (iii) Indebtedaess which when iacurte4 and without rcspcc:c 10 III)' dcction under Sectiaa
1111(b) of Tille 11 United States Code, is without recourse to the Conpuy, (iY) lndebtedneII wIdcb Is
represented by DisqaaJiftc.d Equi'Iy Inteaelts, (v) Iny liabiity for foni&n, federal, ....e, local or adIu
taXU owed or owia, by the CoaapanY. (Vl) h1debtedness of the QxDpaay CD I Subadiary or uy odIar
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Affi)jate of lhe Ccmpanyor lny of such Affiliatc's Subsidiaries. (vii) that porticn of any Indebtedness
1Ybich lit the time of i5.suance is issued in violation of the Iodenture, (viii) Indcbtcdncs5 of or amounts
O'i\Ied by the Company for compensation to employees or for services and (ix) Indebtednesl outsWuJ.
inl .nder the Minority Note.

"Guarantor Scnior Indebtedness" ia defined as the principal of, premium. if any, and inteRit
(inclu.ding interest. to the extent allowable, accruing after the fiJinl of. petition millelin. any proceed­
i~ under any $tate, federal or foreip bankruptcy laws) on any Indebtedness of any Guarantor (otiler
thin lIS otherwise provided in this definition). wbcthcr out51aOOins on the date of Ihc IndcntUl'e or
thereafrer created, incurred or assumed, and whether at Iny time owiag. ICtuall)' or COI'IbnSCnt, un­
less, in lhc case of an)' particular Indebtedness. Ole instrument creating cr cvidacing tbe same or
pursuant co which the same is outstanding expressly provides tbat such Indebtedness shaD DOt be
senior in right of payment to any Guarantee. Without limiting the aenerality of Ike fOfClOlnlo "Guar­
antor Senior Indcbt~ness" shall ioclude (i) the principal of, premium, jf any, and interest (includins
int:ercst, whether or riot aUowable, accruing after the filing 0(. petitioD initiating aay proceedift& under
"my state. federal or foreign bankruptcy laws) on aU obligations of CVCI)' natufC of any Guata1l1or from
time to time owed 10 the lenders under the Ba.nk Credil Agr~nt; provided, hOWll1!T, that any
IndebtednC$s tinder any refinancing, refunding, or replacement of tbe Blnk Credit AlJ'eementsbal1 not
constitute Guarantor StIlior (odebtedness to the extent that the Jndebtedness thereunder is by its
express terms subordinale to any other Indebtedness of any Guuantor, lnd (ii) lJlIdebtednai evi­
denced by any guarantee of the Founde~' Notes. NotwithslandiDg the foregciaa, "Ouarantor Senior
IndebtC'iness" shall not include (i) Indebtedness evidenced by the Guarantees., (ii) ladcbtedness that ia
subordinate or junior in rilht of payment to any IndebtedDcss of IDy GUinator. (iii) Indebteclnea
which when incurred and without respect to any dection under Section 1111(b) of 111le 11 United
States Code. is without reCOllnle to any Guarantor, (iv) Indebtedness which S represented by Disqual­
ified Equity Inlerests., (v) Iny liability for foreip, federal, SUCc, local or other taxes owed or owina by
any Guarantor, (vi) Indebtedness of any aurantor to a Subsidiuy or any otber Aflliate of the Cam­
pany OJ any of such Affiliate's subsidiaries, (viij Indebtu1ness evideKCd by any p.rantee of In)'
Subordinated Indebtedness or Pari Pusu Indebtedness, (viii) that portion of any IndebiedDess whQ
at the time of issuance is iswcd in ",obOOn of the IodeDtare, (ix) lndebtedaeas d Of' amounts owed by
any Guaruuor for compensation to employees or for scrvica 1M (x) &Dy lU&rantcc of the M"morily
Note.

"Designated Senior Indebtedness" is de6ned as (i) all Senior IDdebtedneu oatIIndma UDder the
Bank Credit Agreemattlnd (ii) any other Senior Inckbtedness which. It the time of dece"";ution. has
an aggregate prin<:ipalamount outstlndins. tOlCther with a.y comm.it~tlto lend additional emoants.
of at least $25.000,000 and is ipecincatly designated in the iastrumCrlt evidencing such Senior hdcbt­
«loess or the IgreerMnl under which such Senior Indebtedness arises u c~ted ~nior bdcbt­
cdncss" by the Compall)'.

As of June 30, 1993, on a pro forma basis. after givinl effect to the sale of tbe Nates and tH
application of the estimated net proc.ecds lMreof. lAc -area-te amount of SaUor 1ndebetdneA thai
ranked senior in riJht of payment to the Notes would b~ bee. $13.1 million, md the aarcple
lmownl of indc:btcdncss lblt .. pori pt;ISIIt in richt d p~t wilh~ Nota would "YO bca $3.9
million. In ooancction with die Proposed Acquisitions. tbe Coaaptany intends to iDeor as adcItiDaal
$180 million of indebtednca, aU or a portion of wtUch may conRftate Sniar Indebcedaea See uJD.
vestment Considel1ltions - SWordiaatioD of the Notes ad the Guarantca; Auet Eacumbraaces"
and "Capitalization."

~

The Guarantors wiD, jointly and 5e\'CJ'ally. unconditionally pwlfttu the due and panc:tU1 pII)'­
meat of prinapal of. premium, if Iny. and intecest Oft. the Noeca.. SuQ par1I11Ca wtI be IUbordinaIcd
co the Guarantor Senior Indebtedness. Sec" - SuborciDation." N of JaM 30, 1993. OIl a pac torm.
buis, after giving CffecllO the sale c:4 the NOleS orfercd heRby aad the application of lbe Cldmatld act
proceeds thereof. the agrep1e amount of Guarantor Senior Indebcedneu tbat r."ked aenior ia riP.
~ payment 10 tile Ouanuees .....ouad haw bua $18.9 million (indlNtiq $13.1 ..... f1 oatsaandifta
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indebtedness represeminaguarantees of Senior Indebtedness). In additioo, under certain circumstanees
described under" - Certain Covenants - Limita/ions on ISSU/ltlUS of GIMITQntees ofand Pledgn for
J"debtedn~ss, .. the Company is required to cause the execution and deMry of additional Ouarantul
by Restricted S.blidiaries. (Section l012~.

In addition, upon oy sale, exchange or transfer, to any Person nol an Affiliate of the Company, of
all of the Company's Equity Interest in, or all or substantially all of the Isscts eX, any Guarlntor,
whkh is In compliance with the lndenture. such Guarantor shall be released (rom aU its obligltions
under il~ Guarantee.

Certain Covenilib

The Indenture contains, among others, the following covenants:

Umi/alion on Ind~bktlntss. The Company may not, and may not permit aD)' Restricted Sub­
sidiary to, create. incur, assume or directly or indirectly guarantee or in any other manner become
directly or indirectly liable for ("incur") any Indebtedness (mcludina Acquired Indeb«ednesst. except
thlt the Complny may incur Indebtedness and a Guarantor may incur Permitted Subsidiaty Indebted­
ness if, ill each case, the Dtbt to Operating Cuh Flow Ratio of the Company and its Resttkted
Subsidiaries at the time of the incurrence of such lndebtcclftcss, after givilla pro forma effect thereto. is
7: 1 or less, provided that Iny Permitted Acquisition Indebtedness inc:wred by the Company shall have
an Averag~ Ure to Stlted Maturity no shorter than the Aver8IC Life to Stated Maturity of the Notes.

The forc&oing limitation will not apply to the incurrence of any of tbe following «oUcclivdy.
·'PernXned Indebtedness"):

(I) lndebtcdneu of the Company under the Bank Credit Ageeatent in an ICl"'CPtc principal
amount at any one time outstandins not to e:eed (I) $180.000.(0) under any term loans made
pursuant thereto, minus all principal payments made in rcspect of lay term loanIi J1'Ovided that
such al'nOOnl shall be reduced by the amount of lOY Indebtedness int1Jn'tQ pursuant to clause (iv)
of this definition of "Penniucd Indebtedness"; and (b) $25,000,000 under any revolving credit
facility thcteunckr;

(Ii) Indebtednc,s of the Company pursuant to the Notes IDd Indebtedness of any Guarantor
pursuant to a Guarante:c;

(iii) Indebtedness of any Guarantor c:oc"iSlillg of a guaranree of tile eo.panys Indebcednea
under the Bank Credit Agreement;

(iv) Pennitted Acquisition Indebtedness in tbe Iggregale prindpll amount It any time out­
standing not to exceed Sl80.ooo,ooo minus the. IIJQInI of ny Indebtedness incurred pursuut to
clause (i)(a) of this definition of "Permitted Indebtedness";

(v) Ir.det:Medness of the Company or any Restricted Subsidiary outstaneUna oa * dlte of the
Indenture and listed on Sdaedule I theretoi

(vi) Indebtedness dlhe Canpany owioa to I Restricted S.idilryipro~ that IDY Indebt­
edness of !be Com,-y owilll to I Restricted Subsillary is mack punuanl to an kUerCOl'llpu)'
note and is ,.bordiuced in right of payment from ud after such tinle as tbe Notel ,baD become
due and payablo (whether aa Stattd Maturity, accduatioa or OCberwile) to the pllYllWAt ad
performance of the eo-I*lY'. obliptions UDder the Notes; JI'OlIitkd. fwtltu, dlat any dispoIi.
lion. p1edle 01 transfer of Iny aucb IDdebtedacss to I Penon (olber thaD a dilpolilion. pLcdle or
tRnsfer to a Wholly Owned Restricted Subsidiary or. pledF ro« for tbc benefit of lbe leaden
under the Ba"k Credit A&fecIKllt) shaD be deenIed to be an lncunenoe d such lndebcedDeu~
the obligor nat permitted by this clause (vi);

(vii) Indebtedness of • Wholly Owned Restricted Subsidiary owina to tbe ColDpili)' or 1Jl­

other Wholly Owned Re$tricttd Subsidia~ provided that (x) any &1d\ lodcbtedaess ia m.
pursuant to In intCrt:01l\pany DOte in the form Ittached to the lndcature lad (y) lay IDdcbcclna&
of a GaaranlOt' owina to a Wholly Owned Restricted Subaidiary wllicb II DOC • GultlJ1tor ,hal be
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subordinated in right ot payment from and after such time as the obligations under the Guarantee
by sud\ Wholly Owned Restricted Subsidiary shall b«omc due and payable to tbe payment and
performance of such Wholly Owned Restricted SubsidiaJy's obligatiou under its Guranllcc;
provided, jllTthu, that (a) any disposition. pledge or transfer of any ludllndebcedness to I ~rson

(ot~r than • disposition. pledge or transfer to the Corapany or I WhoDy Owned Restricted Sub­
sidiary or plcd&e 10 or for the benefit of the lcnden under the Bank Credit Agreement) ahaU be
deemed to be an incurrence of such Indebtedness by the obligor DOt permitted by this clause (vii)
and (b) any transaction pursuant to which any Wholly Owned R.eJlrided Subsidiary, which hal
Indebtedness owinl to the Company or any other WhoHy Owned Restricted Subsidiary, ceases to
be a Wholly OWDed Restricted Subsidiary shall be deemod to be tllc fnc:urrence oC Indcbccdness
by suc~ WAolly Owned Restricted SubSIdiary that is not permitted by this clause (vii):

(viii) guarantees of any Restricted Subsidiaty made in accorcbnce with the provi5ions 01
.. - Umita/~" on !sswmceJ of GUlUtJnlUS ofand Pledges for InJ~btetlu.Js";

(ix) obligations of the Company entered into in the ordinary coune of busiaess pursuant to
Ir.terest RIte Agreements designed to protect the Company alainst fiuctuattons ia int=rat rates in
Ttspcet of Inckbtedncss of the Company, which obligations do not exceed the egrepte princ~

amount of such Indebtedness;

(x) any renewals, extensions, substitutions, refundinp. refinanciap or replacements (c:oIJec>.
tively. a "rc4nanciOCn) of any Indebtedness described in dauses (Ii). (iii), (iv) and (v) abow.
including allY SUCceSSM refinancings iO loag u the IgRgate principal amount ofIIl~
represented thereby il Dot increased by wch refinmcing plus the lesser of (I) the stated amount of
any premium or ocher payment required to be paid in oonnc:c:tion wifb such a reioancina pursuant
to the tenns of the lnd~ness being rcfina.nc:ed or (II} the UlUJUDt d premium or other payment
actuaDy paid at such time to refirwlcc. the Indebtedness. plus, in either case, the ameent of
expenses of the Company incurred in connection Reb refinacing aDd, in tbe case of Pari Passu Of

Subordiruted Indebtedness, sucb refinancing does not reduce lbe AYUlIc Ufe to Stued Maturity
or the Stated Maturity of such InddKedness; .nd

(xi) Indebtedness of the Compl!1)' in addition to that d=::nDed in ciaaes (i) throup (x)
above. and any renewals, extensiou, substitutiolls, retinancinp, 01 replacemcDlS of such IDdebt­
erlncss, so loog as the Iggreptt prio~1 lDlount of aD .ucb IndcbtcdaeM shin not cxcced
SIO,OOO,OOO.

UmirQliall Oft Rntricud PnytftDlU. (I) The Ccmpany will not. and will .0« permit lay ~
Slrictcd Subsidiary to, dircc:tly or indirecdy:

(i) declare or pay any diviclead o~ cr make any dilUi1Matioll to h.a1dcrs of.. my of tbc
Com~ny'sEqwty Ilderests (other than dMdc:nds or distn'butiona payable solely in its QuaJi6Id
Eziuity (ntcleats);

(ii) P'I~ redeem or otberwisc lICqu~ or retire (or value. directly or iAdircctly, 1ft)'
Equity Interut of the Compaay or uy Affiliate thereof (except Equity lateratl ~dd by the
Company cr a WboIIy 0wIecS kesuicted Subsidiary);

(iii) make any princq.l payment 0Cl, or repurchase. redeem. deleue. reaR or otJaawiK
acquire for value. prior to Iny Idt.edwed principal pa)'JfteDt. linlWlc fmd or maturit)'.1D)' &mar­
diaatcd tRClcbtedncss;

(iv) dcdar( 01 pay any dividend or distribution OD any Equity Interesas of any Subsidilry 10
any Person (Olhel lh.n the Company or any of its Wholly 0w1Icd Restricted Subsidiaries);

(v) incur. cre&1Ie or assume any auarantce of Indcbtednesl ~ lOy Affiliate (GIber tUD a
Wholly ew"ed Rescricecd Subsidiuy of the Conapany); or

(vi) lUke ay Investment in any Person (Oliler than any Permitlcd Invutmeall)

(any of the foregoina paymenlS described in claaes (i) tbrou&h (VI). otber thin My IUch action tblt is
I Penniucd Plyment, collecdvcly. "Restricted Payments" unless after cMn' dfect to tbe propasocI
Restricted Payment (the amount of any such Restricted Payment, if other than casb, as determirled by
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tbe Board or Direc10rs of the Company, whose determination shall be conclusive and evidenced by a
board resolution}. (1) DO Default or Event of Default shall have occuned Ind be continuift& and such
Restricted Payment shall not be an event whicb is. or after notice or lapse of time Of both, would be.
In "event of default" under the terms of Iny Indebtedness of the Company Of its Restricted Subsid­
iaries; and (2) the aggregate amount of all such Restricted PaymeDts dedared or made after the date of
tbe Inc:knturc does DOt exceed the sum of:

(A) an amount equal co the Company's Cumulative OperttinJ Cash Flow Jess 1.. times
the Company's Cumula1ive Consolidated Inte~ Expense; and

(B) tbe agregate Net Cash Proceeds received after the date of tbe Indenture by tbe
Company flom capital contributions (other than flom a Subsidiary) or from the issuance or
sale (other than to any of its Subsidiaries) of its Qua~ Equi1y Interests (except. in each
case, to the extcml sllCh proceeds ale used to pulchase. redum or otherwise retire Equity
Interests or Pari PISSU Indebtedness or Subordinated Indebtedness as set forth below).

(b) NOlWithstanding the foregoing. and in the case of clauses (ii) through (v) below. 10 Dg IS

there is no Default or Event of Defaulr continuing, the £oregoinl provisions shall not probibil the
following actions (dauses (1) thrCUlh (v) being referred to • "Pemattcd Pa~nt"):

Ii) the payment of any dlvidend v.ithin 00 days after the date of dcdaration thereof, if at such
date of declaration su.ch paymcnl would be permitted by the pl'OYisions of paragraph (a) 01 this
Section and sach plyment shaD be deeDed to have been paid OD such date of declaralioD for
purposes cf the calculation required by puagraph <a) of this Section;

(ii) any tnnsaetion wit~ an officer or director of the Company CDlered jato in the ordilwy
course of business (iKJuding compensation or employee benc::fi1 arraD~nts with Iny officer or
director of the Company);

(iii} the repurchue. redemption" or other acq_isition or retirement of any Equity Intereats of
the Company in exchange for (iocluding any soch eXchange pursuant to the cnrciae 011 conver­
sIon ri"lI or privilesc in coonection therewith cash is paid in lieu 01 the iss••Dee of fraetioul
shares or scrip~ or out of the Net Cuh Proceeds of, a substanli111y concurrent issue and sale for
casb (other tun to I Subsidiary) of otber OlJalified Equity IDtereItS 01 the Company; provIMtl
thaI the Net Cash Procc:eds froIn the issuance of such QuIified Equity Interelta are aducled
from clause (2)(8) of p&rapaph (I) 01 this S«tion;

(tv) any repvchase. redemption. defeasance. retiremeDt or acquisition for value or paymeIIt
of principal of any Sllbordinated Indebtedness in exdw1&e for, or out of !be net proc:eed1 of, a
substantially concurrent is&uInce IDd sale for cash (Gther than to any Subsidiary of the Company)
01 any Qualified Equity IntereSls of the Company,~ that the Net Cash Proceeds from the
issuance of such sbares of QuaHfied Equity Interests are excluded from clause (2XS) of panarapb
(I) of this Seaion; and

(v) the repurcbase, redemption, dcfusanee. retirement, rcfinancina. aCQ'lirition for value or
payment of principal of any Subordinated Indebtedness (other than Disqualified Ecluity Interests)
(a "rdinanci.j throug.h the is.anee ol new Subordinated Indebtedness c:( the Company. u lhe
cast may bc.provikd that any sueb new Indebtedneu (1) shall be in a principal amount tbat does
not exceed tbe principal amount so refinanced or. it such Subordina1ed Indebtedness provides for
an amount less dwt tbc principal amount IkrcoC 10 be due and payable upon • dec:1aratioD or
acceleration thereof. then sucb lesser amount as of me date of detumioatiOll), plus me lessu 01 (1)
the stated Irnounl of any premium or other paynent required to be paid in c:oanection with sucla
refinancing pursuant to the terms of the lndebtedncu beina rc6Duced or (11) t-.c ImcJllIl of
premium or other payment aaualJy paid at such tiae to rc1inanee the Indebtednes, pi.... in either
case, the amount of expenses of tM Canpany incumd in connection with auch rdnanciq; (2)
has an Aver. Ute to Stlted Maturity greater ibID the remaiJli:nl AVUIF Lit'e to Stated Matu­
rity of the Notes; (3) bls • Stated Ml11Irity for its tinaJ scheduled princ:ipaI plymale later tbn *ctn.



Stated Maturity for the final scheduled prir.cipal payment of the Notes; and (4) is expressly sub­
ordinated in right of payment to the Noles at least to the same CX1eDt IS the Indebtedness to be
refinanced. (Section 1009)

Limitalion on TrartSQctithf wish Affiliates. The Olmpany will nOl, aDd will not pennit any of ilS
Restricted Subsidiaries to, directly or indirectly, entcr into or suffer to exist lIlY traaaetion or series
of related transactions (including, without limitation, the sale. purchase, exchange or lease of uscu.
property or services) with any Affiliate of the Company (ot~ tban the Complily or a Wholly Owned
Restricted Subsidiary) ualess (a) such transaction or series of tnmIae:tioJlS is in writing on terms that
are no less favorable to the Company or such Restricted Subsidiary, IS the <:ISe may be, tha., would be
available in a cQmp.lrable transaction in arm's-length dcaJinp with an unrelated third party and (b) (i)
with respect to any transaction or series of transactions involving aureaale payments in excess of
$1.000,000, the Company delivers an oft1cers' certificate to the Trustee mtifyins thai such translction
or series of related transactions complies with clause <a) above and such transaction or series rL
related transaCtions has been apPToved by a majority of tbe members 0( lhe Board of Directors of the
Company (including a maje>rity of Independent Directors); and (ii) with resped to any transaction or
series of transactions inYot\'ing aggregate payments in excess of $5.000,000, an opinion IS to the
fairness to the Company or such Restricted Subsidiary from a financial point of view issued by n
investment bankina firm of narional standing. NotwithslaIlding the foregoinL this provision will DOt
apply to {A) l\ny traasaction with an officer or director of the Company entered into in the ordiDary
course of business (including compensation or employee benefit amlnaemen.s with any officer or
director of the Company), (B) any tnuwlction entered ilia by the Company or one of its Wholly
Owned Restricted Subsidiaries with a Wholly Owned Restricted Subsidiary of the Compuy, met (q
transactions in existelK% on the date of the Indenture. (Section 1010)

Limitation 011 Solior' Subordil1Qted Il'IJfkbtedn~ss.. The Company will nee. aad wit not permit
any Guarantor to, directly or indirectly, crealc. incur, issue, assume. guarantee or otberwise ia my
mamer hecome directly or indirectly liable for or with respect to or otherwise permit to exist my
Indebtedness thlt is subordinale: in right of payment to any Indebtedness of the Company or sa
Guarantor, as the case may be, unless such Indebtedness is .Iso ptIJ'i ptUSU with lbe Noees ex the
Guarantee of such Guarantor, or subordinate in right of~110 the NQ(cs or such Guarantee iD the
same manner as the Notes or such Guarantee are subordinate in ript d payment to Senior Indebted­
ness or Guarantor Senior indebtedness. .s the case may be. as let fortb in tbe Indenture. (Section
1011)

Limluuion on Liens. ne Company win not, and will DOt pc.rmit uy ltatrieted Subsidialy to,
directly or mdlreetJy, create. inaar, affirm or saffer to aile ay I..i&n of any kind upon Illy of ita
property or assets (iDcludin,lft)' intercompany notes), now owned or acquired ,flu the dale of !be
Indenture, or any income or profits therefrom, e.xctpt if the Nota arc c:liJcctly secured cquaDy and
rtltably with (Of prior to in the cue of Liens with respect to Subordinlted Indebtedness) the obIiption
or liability ~cured by such Lien, excludiDl, however, &om the operation of1be forqoing any of the
following:

(I) l1Iy I..ia existma as of tbe date of the Indenture;

(b) any Lien arisin. by reason of (l) ..y judgment, decree or order of. any CDlrt.1O kma u suck
Lien is adequately bonded IDd any appropriate \ept proc:tedinp which lilly UYe beeD duly initiated
for the review of sach judgment, decree oc order shall not ave been finally tefininlted or the period
w;thin which such proc:cedinp may be nut_ted shall not have expired; (2) tuesDDl yet delinquat or
which are beinl ron'~S1ed in aood faith; (3) security for payment of wan..' compenutm or other
insurance; (4) good flitb deposiU in connection with tenckrs. Jeues. COIltlleu (other tho eoauaeu
for the payment of money); (5) U1rrin& restrictions, eascme:1t5, UceDICI, reservations. provisionsp 0lJII­

cnants, conditions, waivers, reslliaions Oft the use of property or minclr ineauJarilic.& of tide (lAd with
respect 10 Jt.aschoJd intercscs, morte&&CS, obligations, liens IDd other eDCUlllbrlDCCS incurred, created.
assumed or penniued I:D exist aad aral by, through ex under a landlord or owner of the Icaed
property, wilh or without canscne 0( the lessee), none ~whicb IMterially impairl1hc:~ of lay pucd
of property material to the operltion of the business of the Company or Ill)' S\lbUdiuy or tlte value 0(
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sucb propert)' (or 11\e purpose of such busir.ess; (6) deposits to secure public or statutory obfiSltions,
or in lieu of surely or appeal boDds; (7) cerllun surveys, exccptiollS, title dc!eds, encumbrances,
easements, reservations of. or rights of others for, rights of way. sewers, electric lines. tclqrapn or
telephone lines and other similar purposes or zoning or other restrie:tions u to tbe use of real property
not interfering with the ordinary conduct of the business of tbe CampilY or any of iss SubsUiaricl; or
(8) operation of law in favor of mechanics. materialmen, laborers. employees Cf suppliers, incurred In
the ordinary course of business for sums which arc not yet delillqueJU or are beine contested in JOOd
faith by negotiations or by appropriate procecdiDgs which suspend tbe collection thereof;

(c) any Lien now or hereafter existing on property of the Company Of any of ita Restricted
Subsidiaries securing Senior Indebtedness or Guarantor senior lneebtedftess. in each case which In­
debtedncss is permitted under the provisions of "limitation orr huI~b~dnus" and provided that the
provisions described uAder "Unutation on Issuances ofGll4ranl.res afand PktlgQ fOT Ind~btdlleU"

are complied with;

(d) any Lien securinl Acq\Jired Indebt~ss created prior to (.nd DOt created in conoection'Mtll,
or in contemptation 00 the incurrence of such Indebtcdneu by the Company or asy Subsidiary, ill
each case which Indebtedness i~ pcrmiued under the proYisions of "Limitation OIl InJebt~$!";

provided that allY such lien only extends to the assets that were ,-b;ect to such Uen s~riDg su~

Acquired ladtbtedness prior to the related transaction by tK Company or its Subsidilrics;

(e) any Lien securing Permitted SubsidiaJY Indebtedness; and

(f) any eXlension, renewal, refinancing or rcplacenaent, in whole or in part. of aD)' Lien de!ICIJ"bed
in the foregoing clauses (a) through (e) so long as the amount a security is DOt inacased tbcreby.
(Section 1012)

l.imiUlOOn 01'1 Sa~ ofA~. (a) The Compoy will cct, and...w DOt permit any 01 ita Restricted
Subsidiaries to, directly or indirectly, consunnate an Asset s.Je unlea (i) at leut~ of the proc:eeds
from such Asset Sale are received in cash and (ill Qe Company or lOCh Restrided Subsidiary receiYes
consideration It Ihe time of such Asset Sale at least equal to the Fair Market Value of the mans Of

assets sold (as determined by .:ae Board of Dircc:lors of the Company and evidenced in • board rc.to­
lution); providLd, h~, that clause (i) shall not prollllH.c the divesUlw'e of t~ broadcast liccase
,dated to Channel .5 in Baltimore. Maryland in connection with the put of I broadcast lante to
certain Affiliates of the Company for VHF Channel 2 in 81ltimore. lllatytand and the receipt of~·
iuory notes as consideration therefor from any Penon other tho 1ft AftIliate.~ that at lust
~ of the proceeds from such Asset Sale are rec::cived in cash.

(b) If aU or • portion of the Net CIISb Proceeds Clf any Asset Sale Ire 101 required to be applied to
repay pcnnanefldy ""y Senior Indebtedness then outsiaDdina as required by die tenna thcfC()f. or the
Cclmpany determines not 10 apply such Net Cash Pl'QCe(dl to die pennueDt prCpaylDCDC ollUCb
Senior lndcbtedness or if no such Senior Indebtedness is the1l OlltltaodiDa. then the CompMly _y
witbin 12 months of the Asset Sale, inYeII the Net Cash Procee41 within 12 months of the AaeI~
in properties and assets tbat (_ determined by the Board of Directon) replace me prope.nie8 aDd
alSCU that were the subjec:I of tho Aaet Sale OT in pI'Of)Cltiea and UIOU daat wiI be \lied ill ..
businesses of tM Company or its Restricted Subsidiarie.a e.xistiJl& on the date of the I:tHIeablrc or
reasonably relalcd thcTeto. Tbe arnowt of such Nd Cub Praceeds neither ued to permancIdly replY
or prepay Senior Indebcectncss DOl used or invested IS &el forth in this puaanp~ COIlItitutel u E1a:al
Proce~."

(c) When the allfCpte amount of E.xcc£s Proceeds equals SS.OOO,UXl or morc, the Company sball
apply the Excel. Proceeds to the repaymeDt of the Nota and any Pari PISSU kdebcednus requUed 10
be repurchued under the inltl'lllllent JOYmling such Pari Passu lodcblCdDca. foJIowa: (a) the 0.­
pany $ball mate In offer to purchase (a. "Offer") from all holden of the Notes m.xordancc with 1M
procedures set forth in the IJadenture in tbe :nuimum principal amount (cxpreaed as. m*ipIe of
$1.(00) of Notes that may be p-ehased out of .. amount (the c"NOIC AmovDt··) equal 10 the podUCl
olluch Excess Proceeds multiplied by a fnction. ~ numentor of wlaicJllI Ck ouutandin& principii
amount of the Noces. aDd the denominator of wbich is tM.aUln a( the OUIItandq ptDcipal..-nt of

70
1;13


